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FOREWORD 


ti aprit 19/5, the moval “Commission On Corporate 


Concentration was appointed to "inquire into, report upon, 


and make recommendations concerning: 


(a) the nature and role of major concentrations of 
corporate power in Canada; 


(b) the economic and social implications for the public 


interest of such concentrations; and 


(c) whether safeguards exist or may be required to 
protect the public interest in the presence of 
Such concentrations". 


To gather informed opinion, the Commission invited briefs 
from interested persons and organizations and held hearings 


across Canada beginning in November 1975. In addition, 


the 


Commission organized a number of reSearch projects relevant 


Com ues ming vary . 


Tnws study on directorship ties, as an approach “to industrial 
concentration is one of a series of background studies pre- 


pared for the Commission. It was researched and written 
Professors Stephen D. Berkowitz, Yehuda Kotowitz, and 
Leonard Waverman under a contract with the Institute for 
Polvey Analysis of “the University of Toronto. “Professor 
Berkowitz iS a sociologist while Professors Kotowitz and 
Waverman are economists. Each has written previously in 
the area of interlocking directorates. 


by 


The Commission is publishing this and other background 


studies in the public interest. We emphasize, however, 
that the analyses presented and conclusions reached are 
those of the author, and do not necessarily reflect the 
views of the Commission or its staff. 


Donald N. Thompson 


Director of Research 
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1. OVERVIEW 


PURPOSE 


Gigs. Oxo ject. Wadia tiree Lola purpose. Eirst we attempted ito 
rigorously define an enterprise aS one or more companies which 
operate under common control. We investigated alternative defini- 
tions of what constitutes control. These definitions involved 
either majority ownership of the voting stock of a corporation 
(more than 50%) or some combination of ownership of the voting stock 
(15% or 25%) combined with three or more directors (and/or officers) 
or executive board members in common. Including minority ownership 
under a definition of control recognizes the possibility of pyra- 
Miding: "owning a small but controlling interest in a single holding 
company, which in turn controls other firms. Secondly, we examine 
and attempt to explain the degree of pyramiding in the Canadian 
economy in 1972. Finally, having defined enterprises, our next 
objective was to measure the change in concentration between a base 
case (more than 50%) and four alternative enterprise measurements. 


Economic theory describes the behaviour of independent econo- 
mic units. Yet much research uses data on companies which may not, 
in fact, be independent. For example, imagine that we wished to 
Mudge. thie competitiveness. Of a Specific industry. «In order to do so, 
we measured the concentration in the industry by calculating the 
share of the industry's output produced by the largest four firms. 
If this concentration ratio turned out to be 40%, we would then 
decide that the industry was reasonably competitive. But suppose 
that the largest four firms were not independent but were all owned 
to some degree by one of the four firms. We would then wish to 
judge whether this ‘ownership to some degree' meant that the four 
iPUrMs socted sin cOncertm. If “they did,-~concentration would be far 
higher than we judged on the basis of assuming that the sales of 
individual companies were independent. We would then wish to 
aggregate the four firms into a single enterprise. 


We are not the first to be aware of this measurement problem. 
As early as 1932, Adolph Berle and Gardner Means in their book, 
The Modern Corporation and Private Property suggested that the absolute 
size and wide dispersion of the voting stock of large corporations 
meant that control could be exercised with less than 50% ownership. 
They argued cogently that 20% ownership of the voting stock in a 
Single block meant control, i.e., the ability to elect the directors 
Ofethe corporation. 


Canadian agencies have used two methods to organize firms 
into enterprises. In its 1965 study on Concentration in the Manufacturing 
Industries of Canada, the Department of Consumer and Corporate Affairs 
included within a single enterprise all firms owned by more than 
50% and all cases where control was '‘acknowledged'. Unfortunately, 
the Department had data covering only 50% of the shipments in the 


manufacturing sector. Moreover, it is not clear that "'acknowledged' 
control is actual control or that the unacknowledged control means 
NOnCONEroO.. 


In the 1968 Statistics Canada study on Concentration in the 
Manufacturing, Mining, and Logging Industries, "all companies owned by 
more than 50%, directly or indirectly, were grouped together into 
enterprises ... Control may be possible with ownership of less 
than 50% of the voting stock but these cases are treated as separate 
enterprises in this report". 


In a related study, J.M. McVey argued that redefining control 
at the 25% level did little to change concentration as measured 
in the 1968 study. 


We set out to examine the combined ownership and director 
(officer or executive board) ties among the largest corporations 
in Canada. We argue that unlike Berle and Means' suggestion, the 
ability to elect the directors of another legal entity is one 
aspect of control but not its end result. That end 1S tO. Controu 
the activities of the other firm. 


By examining both ownership and other ties in a precise 
mathematical way, we can analyze the importance of these ties in 
assessing the concentration of the Canadian industrial structure. 
By ignoring minority ownership which is not coincident with inter- 
locking ties, we are able to differentiate ownership for invest- 
ment purposes from ownership for control. 


DATA 


Five sets of information were needed for our study: 


1. the largest firms in the economy and all other firms 
directly or gindirectily fconnectedsto them; 


the ownership links among these companies; 


pie 

3. the directors of all these companies; 
4. the officers of all these companies; 
Dis 


the executive board members of all these companies. 


Because of the existence of private firms (private companies 
owned by fewer than 50 shareholders need not publish annual 
statements) and Crown corporations, sampling the largest firms in 
the Canadian economy is not an easy task. Relying on two previous 
studies we were able to determine the 361 largest corporations 
involved in the following activities: industrials, banking, 
trust, insurance companies, transportation firms, utilities, 
merchandising firms and other financial intermediaries. 


Finding all the firms directly and indirectly connected with 
these 361 was based on ownership patterns. The Inter-Corporate 


Ownership report for 1972, which is based on the Corporations and 
Labour Unions Returns Act (CALURA), lists all ownership ties for 
Canadian companies of 10% or more if domestically controlled and 
Demon more 1f forvergn: controlled. Taking our (set of 361 large 
firms, we found 4,944 more companies connected with them in the 
CALURA data. 


We listed principal officers for each company: President, 
Vice President, Secretary, Treasurer, Secretary-Treasurer, Con- 
troller, Comptroller, manager, general manager, professionals 
(legal counsel; medical director), and other officials. 


Our basic sources for director and officer lists of these 5,305 
companies was the Financial Post's Directory of Directors. Because 
that publication is not exhaustive, especially in terms of private 
companies, Crown corporations and foreign directors, it had to be 
Supplemented by a number of other sources--Moody's Industrial 
Manual, Standard and Poor's Register of Corporations, Directors and 
Executives, Who's Who in Canada, company reports, and provincial 
governments' corporation files. 


Executive board data were particularly scanty in the Directory 
of Directors. The Commission therefore sent a questionnaire to a 
designated group of firms and we incorporated the returns into our 
data files. 


In total, the 5,305 companies had 7,433 individuals listed as 
directors/officers and executive board members. 


All this information was input, corrected and prepared for 
formal analysis with the aid of a set of specially constructed 
computer programmes created for this project. 


METHOD 


We define an enterprise as a number of companies under common 
control according to alternative criteria. Let us take the example 
when more than 50% ownership of the voting stock or at least 15% 
Ownership and o7directors ore surficient tovestablish control: 
Weeassume cthat LL eA controls 6 sand B controls C, then. A controls’ Cc. 
We further assume that A can control F indirectly through other 
firms C and D if the sum of ownership through C and D is sufficient 
LO achieve control, 


In the diagram below, the numbers indicate the percentage 
of voting stock held. A controls over 50% of the stock in B 
and D, and is therefore assumed to control both corporations. 
Pecontrols Cin a, Similar tashion..lhneretore, Al-controls) Cc. 
NewinerrG noriD, alone, controls fe. However, since A, controls 
both C and D, A's effective ownership of F can be discovered 
by adding together C's and D's ownership in F. Therefore A 
COntrOls=60% (Of the voting stock in F--and controls F accordingly. 


55% The arrows represent the 
direction of ownership, the 


figures the percentage of 
stock held. 


A 
oe 
B 
60% 


C D 
aeiik wee 
: F 


In our study, we did not consider minority control, alone 
sufficient to constitute effective control of One firm by “nerie: 
unless it waS accompanied by a number of directors, officers or 


executive board members in common. The Inter-Corporate Ownership 
publication lists ownership of 102 or more for domestically con- 
trolled corporations. Because we had no a prtort criteria for 


judging what exact percentage of ownership or numbers of directors 
in common constituted control, we examined the data to determine 
points where small changes in definition did not lead to significant 
changes in enterprise groupings. 


We found that more than 15% and more than 25% ownership and 
three directors/officers (or executives) levels generated relatively 
stable enterprise groupings. 


As a result, we computed enterprise groupings according to five 
diiferentcdefinadticons<0f controle: 


Benchmark: More than 50% ownership of the voting stock; 


A More than 25% ownership plus three interlocking 
directors/officers; 


B More than 15% ownership plus three interlocking 
directors/officers; 


€ More than 25% ownership plus three interlocking 
executive board members; 


D More than 15% ownership plus three interlocking 
executive board members. 


In considering ties that indicate control, we distinguish 
between directors/officers in general and members of the executive 
board. The latter, we maintain, are involved in the day-to-day 
operations of the firm, while the former may not be involved in 


detailed policy decisions. Consequently, while director/officer 
ties give potential control they may not signify effective exercised 
COntrol. 


EXECUTIVE "BOARDS 


Since more than 50% ownership unambiguously defines control, 
we interpreted each alternative measure as identical to more than 
50% ownership. Where more than 15% ownership plus three ties is 
hYPOLNesized=ito yielarcontrow reach? director as “worth 22%.) We 
also assigned 12% to each tie when only two exist, in order to 
capture firms within enterprises marginally below the control 
criteria. For example, 40% ownership plus two directors in common 
WOuld NOt CONStltute Control wnder a strict interpretation of the 
15% plus three ties rule. 


RESULTS 


On average, the largest four firms in each industry produced 
50.35% of that industry's shipments under enterprise definitions 
at the more than 50% ownership level (Table 1). Weakening our defi- 
nition of control to more than 15% ownership plus three director/ 
officer ties in common increased this mean four-firm concentration 
Poietoreors0.O6-—not a Significant change. 


Of the 153 manufacturing industries for which concentration 
data is available, in only eight does concentration in fact change 
when the definitions of control are loosened. Because of confi- 
dentiality restrictions we do not know which those eight are. 
However, in Table 2, it can be seen that changing the definition of 
Gontrol) from a straight more than 50% to more than 15% plus three 
directors (B) increases the four-firm concentration in the two 
Miaiscites wit low concentration (less than30%) by 9% (e.g¢., 

[ne esrour—-airm Concentration ratio could increase from 20% to 21.8%). 
In the industries with moderate concentration, loosening the 
definition of control increases concentration by 7.6% (again a 
relative difference, not an absolute one). In the three industries 
_ with relatively high concentration, loosening the definition of 
control relatively increases the four-firm concentration ratio by 
only--2 24%. 


The effects of changing detinations of control on the top 
four concentration ratios, small as they may be, exceed, in most 
Gases, the effects on the top. eight concentration ratios (the share 


of shipments of the largest eight firms). This suggests that 
Minority horizontal control is used more extensively by the largest 
four firms in an industry than by the next four largest. Moreover, 


this minority control by the four largest involves some member of 
the next four largest. 


Note, odain win lables that changing the, definition of control 
from elther over 15% or over 25% plus three directors to over 15% 
or over 25% plus three executive board members makes very little 


difference. Effective horizontal minority control does not then 
encompass the use of executive board members who are not also 
directors, or iofficers. 


These results are anticlimactic: minority control is not a 
Significant force in extending control horizontally over competi- 
tors in Canada. 


We did not investigate the nature of other ties (vertical, 
related, diversified, etc.) in the same detail. However, obser- 
vation of the data suggests that minority control was not very 
prevalent except in certain circumstances. In fact, the most 
striking result of our study was the very low degree of minority 
ownership leverage in the Canadian economy. 


We then turned to an explanation of the reasons for this 
result. 


1. The value to a firm of minority ownership leverage or 
pyramiding depends on a number of factors: 


a. the management capacity of the controlling group 
must exceed that required for their present firm's 
size; 


b., the icontrollingsqroup mus. Rave, a proven eslrack 
LeEcordlot igus prObirabt. le: 


c. the firms the controlling group wishes to acquire 
must be large in absolute size, or else 100% 
ownership is necessary. 


2. The potential value of minority leverage is limited to 
those cases in which 100% ownership is not required for 
other reasons. However, in a number of instances, 100% 
ownership is necessary: 


a. where the potential acquisition increases the 
profits of the controlled firm, 100% ownership is 
desirable to maximize profits; 


b. where the acquisition results in a complex transfer 
price for services sold between firms, 100% ownership 
is desirable to avoid suits from disgruntled 
minority stockholders; 


c. where the potential acquisition would result ina 
transfer price for'services sold by a domestic firm 
to a foreign parent, 100% ownership is desirable to 
avoid problems of minority shareholders unhappy with 
the division of profits between the two firms and 
the resulting division of taxes. 


From a review of these considerations, we conclude that the 
major reasons for the lack of ownership leverage in the Canadian 


economy are twofold: first, the number of potentially large corpor- 
ations with sufficiently good management that can attract funds by 
way of minority control is limited by the size of the Canadian 
economy. Second, many large foreign owned corporations have easy 
access to capital in their home countries and consequently no need 
for extending ownership leverage within Canada. 


2. CONCENTRATION, ECONOMIC 
Deere LENG yee eA Ns eu) dy, 


Why are we interested in the concentration of economic power? 
DMeovretioally, when economic units are small relative to the market 
place, and whens there fare a Large number of sellers and buyers, 
market price is determined by the equilibrium of demand and supply 
ado, Varitide ior the exercise Of discretionary power exists. 
Nomseller can? charge more since buyers can’ find alternative sources 
of goods. Under these assumptions, the discretionary power of any 
single agent in the market place is small. Since the equilibrium of 
cemandVand@ supply Cecuns ali minimum Costs,’ waste 15 minimized and 
eiivciency of resounce allocation Ws maximized. 


Vi Mer tiere ware ilaws and faults ine this story, pol perfect 
competition, discretionary power--power to charge more than the 
market place, and power to waste resources--is minimized. 2 Moreover, 
Witele ric resiiting Income distribution may bewhighly ‘skewed, £iims 
and thedr Owners do not receive an anéequitable share of national 
Income =“Sinice chey™ cannot realize monopoly profits. > 


ir ecxamining Canada "“s-industrial structure im 1972, “we are 
nicer eseed in the extent to which the actual concentration of 
economic power deviates from that assumed in the competitive paradigm. 
We intend to do this by examining alternative measures of inter-— 
dependence among firms--and, hence, the size of groups of firms 
Opetraking Under Common control (enterprises) “relative to the markets 
in which they operate. 


How do we measure the extent of the concentration of economic 
power? We have defined economic power as the ability to exercise 
Giserericnary authority in an industry or a market. “Our measures 
Of concentration should relate to, industriés Gr markets.? Since the 
classical competitive model revolves around the notion of “many 


| = Hor a general reference on the optimality properties of competitive 
equilibrium see W.S. Vickrey, Wicrostatistics. «(New York: Harcourt, 
Brace and World;= 1955)),- Chapter 5. 


bo 
! 


See Vickey, wb. Clin. Ciapters..7 wind 8. 


o>) good reterence on the shares “of firms (proftitsy in natrvonal income 1s: 
Des. Projector, G.S. WelsGvand fat) Thorensen, Composition. of vincome, ain 
L. Soltow (ed.), Six Papers on the Size Distribution of Wealth and Income, 
(NBER New York: Columbia University Press, 1969). 


4 = Practically, a standardized scheme for designating industrial areas, 
called standard {industrial Classiiications (S1Cs) is used by researchers 
in this field. See Dominion Bureau of Statistics, Standard Industrial 
Classification Manual (Revised 1970), (Ottawa: Information Canada, 1970). 


sellers", one possible approach would be to count the number of 
firms in an industry: 


Economic theory suggests that the vigor of competition 
is related positively to the number of Parise ne tne 
relevant industry, other things being equal. However, 
it makes a difference whether, in an industry with 

100 firms, each firm controls 1% of thesindustry: s 
output p-oOr sfourfirms -controlas0s while the remaining 
96 account for only 20%. 


Therefore, it is not only the number of firms in ane industry 
which determines the extent of competition but also their size 
relative to each other. The standard measures of concentration, 
which recognize this, then, compute the percentage of an industry's 
assets (value of shipments, value added or employment) accounted 
for by *theslanges jntoum or eight erirmse or econversely ine number of 
firms required to account for 80% of an industry's assets) .© These 
“concentration ratios" have been the subject of a good deal of 
research and have been published for Canada for 1965 and 1968.’ 


In order to calculate economic concentration in this sense of 
"market power", then one must pay particular attention to the 
definition and use of several terms and operational units: 
"industries" or "markets", "firms", "establishments", and "“enter- 
prises". 


The concept of an "industry" or Mmarket! 1s ObV10uUSs Lye an 
important one in that it refers to the unit in terms OL woreciecons 
centration or market power is measured. Published data, however, 
normally report aggregate concentration for "industries" nationally 


5 - F.M. Scherer, Industrial Market Structure and Economic Performance, 
(Chicago: Rand McNally, 1971), p. 50. 


6 - For a good description of concentration see both J.S. Bain, Industrial 
Organization, (New York: John Wiley & Sons, 1969) Chapters 5 and 6; and 
Statistics Canada, Industrial Organization and Concentration in the 
Manufacturing, Mining and Logging Industries (Ottawa: Information Canada, 
Oe 


7 - The 1965 ratios were contained in Department of Consumer and Corporate 
Affairs, Concentration in the Manufacturing Industries in Canada (Ottawa: 
Department of Consumer and Corporate Affairs, 1971). 1968 figures are 
in-<Statistics Canada, locs.cit. 


8 - Statistics Canada's 1970 study resolved the problem as follows: "For 
purposes of the present study, the complexes were found to have the 
disadvantage that they are based upon ownership links as low as 10% of 
voting stock. No means were available for determining which cases of 
minority ownership involved control and which did not. In the circums- 
tances, it was decided to reorganize all complexes containing any minority 
ownership links. The corporations in the new complexes were all related 
by ownership links of more than 50% of voting stock". Statistics Canada, 
OD CLE ae a O- 


= |@ = 


and not by product markets. Since most industries produce a broad 
range of products, this is not the same thing.? 


Ideally, then, one ought to use "product markets" for esta- 
blishing concentration ratios. In a country such as Canada, where 
the costs of transporting goods from one region to another are 
quite high given the large distances involved and a scattered 
population, overall or national concentration figures are at best 
a rough-and-ready or crude guide to industrial concentration as it 
affects actual production at the regional level. However, given 
that there are relatively few establishments and very few firms 
and enterprises in most industries in Canada, top four and top 
eight figures, if they were broken down by industrial category and 
by region, would seriously disclose the shipping data of individual 
establishments, firms and enterprises. While these data might be 
quite illuminating, they would fall well within the bounds of 
prohibited disclosure under existing legislation. Moreover, from 
a statistical point of view, use of such data would introduce 
enormous problems of commensurability, in the sense that top four 
and top eight category ratios would be based on fewer than four 
and eight units, respectively, in a significant number of cases. 
Given these problems, then, we had no choice but to use the 
conventional national figures by industry; recognizing that they 
represent a lower bound estimate of actual concentration. 


Similarly, we must carefully define the terms "firm" or 
"company" and "enterprise". Conventionally, concentration ratios 
measure the shape of an industry's output flowing from four or 
eight independent units. We must, therefore, be certain that the 
units we are using are in fact independent. If, for example, 
we are computing concentration ratios at the "firm" level, we must 
make sure that the "firms" in question are independent, i.e., that 
they are not part of some larger enterprise. If they are, concen- 
tration values will be understated. 


hoewe lel Ine it, tichea, /firm ), company peor. corporation” 
is a legal entity encompassing a collection of assets (capital and 
other) held in common name. These assets may consist of plants 
("establishments") in different geographic locations. Each plant, 
however, must be unambiguously controlled by a specified firm.1° 


9 - AS a result, three additional statistics are usually calculated: the 
first examines the regional aspects of industrial operations. The second 
is a measure of the degree to which an industry specializes in producing 
a single market product. And the third, the degree to which the total 
shipments of a single market product are supplied by a single industry. 
Unfortunately, none of these measures are relevant here. 


10 - Please note that we use a threefold classification of uwnits--"establish- 
ments", "firms", and "enterprises"--here in order to minimize the con- 
fusion sometimes generated by the conventional twofold division into 
"establishments" and "enterprises". 


While "firms" may be considered to be legally separate enti=— 
ties, yet they may not be in fact independent. We define an 
enterprise as a set of legal entities ("firms") operating under 
common control. One aspect of our study examines the degree to 
which the Canadian concentration ratios, aS measured, understate 
actual concentration due to the assumption that firms are indepen- 
dent when in fact they are part of a single enterprise. 


In Statistics Canada's 1968 study Industrial Organization and 
Concentration in the Manufacturing, Mining and Logging Industries, an enter- 
prise is defined as "...all companies owned more than 30% directly 
or indirectly where “owned" refers to, voting (stocko.. -seeonurol 
may be possible with ownership of less than 50% of voting stock but 
these cases are treated as separate enterprises in this report...".o™ 


In the 1965 study of concentration in the Canadian manufacturing 
sector, an enterprise. set included all companies directly. ovsin— 
directly owned more than 50% and all companies where although less 
than 50% ownership was involved "control was acknowledged". l¢ Infor- 
mation on acknowledged but minority control came from nonpublic files 
at the Department of Consumer and Corporate Affairs.13 


Thus the 1965 study attempted to include within an enterprise 
firms which were not independent but where the owner "acknowledged" 
control, even though it owned less than 50% of the stock in the owned 
firm. This use of acknowledged control is an excellent method in 
principle but weak in practice. The private files at the Department 
of Consumer and Corporate Affairs included statistics on "...most of 
the large corporations and probably accounted for more than half the 
total in tons of value of factory shipments". 14 


Unfortunately, acknowledged control is not a satisfactory 
objective definition because the interpretation of control may vary 
among independent companies. Moreover, the coverage by these non- . 
public files at the Department of Consumer and Corporate Affairs may 
be unsatisfactory. Network data structures are not like others in 
the sense that. missing data:do not. simply add to thesvarianceso ea 
system as a,whole. This means that “errors” cannov >e estimated and 
adjustments made. Consequently, information on "probably half the 
value of factory shipments"!° is not sufficient to construct concen- 
tration measures. 
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Because the degree of control may vary, we do not find it useful 
to define it uniquely. Moreover, soliciting such information 
directly from all firms is both expensive and subject to variations 
in interpretation. Instead, we have chosen to define alternative 
measures of enterprise groupings according to quantitative measures 
of ownership and management ties that are in the public domain. We 
are therefore able to examine differences in concentration and other 
measures which occur due to changes in the stringency of our enter- 
prise definitions. 


An enterprise then is a bounded set of interrelated companies. 
Fach enterprise can then be thought of as functioning as an indepen- 
dent unit. The correct aggregation of firms into enterprises is 
central to the empirical validation of microeconomic theories in 
general, because economic theory is built upon the workings of 
independent units. If, by contrast, we attempt to empirically 
validate theories by uSing observations on, for instance, firms when 
they are not in fact independent, we will either conclude that our 
theory is wrong or else that our predictions were wrong. 


It is on this basis that we argue that industrial organization 
research should utilize enterprise rather than firm data. If the 
concentration ratio in some industry iS measured on a firm-by-firm 
basis and shown to be low, but all the relevant firms are directly 
Or indirectly controlled by one of them, the industry is properly 
seen as a "cartel", not a competitive market structure. Similarly, 
if companies are independent in terms of their horizontal connec- 
tions, but control other legal entities through vertical (buyer- 
seller) ties, measures of the "actual" degree of vertical integration 
will be underestimated unless the vertical relationships among 
enterprises are considered. Finally, a great deal of attention has 
been placed on "conglomerates": enterprises whose constituent 
companies are involved in apparently unrelated economic activities. 
Without workable operational definitions of "control", and of an 
"enterprise", we cannot judge the extent of conglomerate control in 
the economy. 


MINORITY CONTROL AND 
ENTERPRISE DEFINITIONS 


The observation that control is exercisable with less than 
50% of voting stock is not new. Berle and Means, for example, hypo- 
thesized over 40 years ago that minority control of stock in corpora- 
tions was leading to the concentration of economic power (the share 
of manufacturing assets) in fewer and fewer hands. They further 
hypothesized that this was possible because, as the size of incor- 
porated publicly traded companies increased absolutely, it became 
increasingly possible to exercise control with minority shares where 


other share ownership was scattered. In this case, they defined 
control as the "...actual power to select the board of directors or 
its majority" +6 Implicitly, control ofva Leqalgeutity (by an outside 
unit means the ability to choose the individuals who control that 
entity's actions. Given the expense of proxy fights--and the 
attendant difficulty in organizing a large number of scattered 

units each holding a few shares--Berle and Means argued that in most 
cases effective control can be exercised with approximately 20% of 
share ownership. 


In 1963, R.J. Larner reexamined the issue of ownership and 
control for the American case. He argued that "in view of the 
greater size of the 200 largest nonfinancial COrpOrdations aaa o 
and the wider dispersion of their stock, this lower limit [20%] 
to minority control seems too high. In the present study, a firm 
is classified as immediately controlled by a minority stock owner- 
ship Tf 10%sor more, ot 1is voting ustocke sehelde by. an individuals 
family, corporation or group of business associates" .l/ 


We argue, however, that this kind of argument over the percen- 
tage necessary for control throughout a corporate structure is some- 
what misplaced in that it is not possible to argue, a prtort, what 
exact percentage of stock ownership constitutes control in ally cases- 
The answer to this kind of question, we maintain, lies in empirical 
examination of particular localized circumstances. This is not to 
say, however, that each case is unique. In principle, it is possible 
to develop some general criteria--as, for instance, the absolute 
size of a corporation and the size of a single stockholding relative 
to all other holdings--which could be applied rigorously under varying 
conditions. In practice, however, the data available are too crude 
to allow us to do this. Our data do not include family, individual 
or group ownership statistics, nor does it fully distinguish nominee 
from beneficial ownership. The best anyone can hope to do at this 
point, then, is to approximate this kind of a measurement while 
minimizing errors that greatly distort the available pattern. This 
strategy will not succeed in every instance. We can, however, 
rigorously test Larner's general assertion that control is exercised 
with 10% of a firm's voting stock. 18 


How does one firm control another even though it only owns a 
minority share? It does so by being able to select a course of 
action for the second firm. We suggest that the presence of a 


16 - A.A. Berle and G.C. Means, The Modern Corporation and Private Property 
(New, York :) Harcourt, "Brace: and) World,) | 9608) .3s7e. 


17 - J. Larner, “Ownership and Control in the 200 Largest Non-Financial 
Corporations, 1929 and 1963", American Economic Review (September 1966), 
te oe 
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substantial overlap between the boards of directors of two firms-- 
together with directed ownership--indicates this ability to control. 
Wee thererore define enterprise control as "the power to select a 
course of action for a separate legal entity". In contrast to Berle 
and Means, then, the ability to elect directors in our study becomes 
Onecwaspect Of controlyrather than the outcome of control.4? The study 
of control and pyramiding through minority ownership and the power 
to elect individuals responsible for the firms actions thus becomes 
EvesGentra a askeore cunts stuay. 


THE OVERLAPPING OF OWNERSHIP 
AND DIRECTOR PIES 


ewtomec odiaethotewhen one company (A)i owns vat leastes0s of a 
second company (B) A can exercise power over B's actions. Firm B 
would be considered a subsidiary of A, and A--in recognition of its 
COnuGLOl-wouldsvpes likelyetOecasppOlnt a majority Of B Sssdirectors. to 


its board. This situation may, however, have come about for a number 
of different reasons. For example, A may have purchased the shares 
in B in order to exercise control. Alternatively, it may have 


acquired the shares as an investment, preferring to leave B's managers 
Sie becrOns inh Tuk) control 


Even in this second case, however, we argue that A could alter 
B's board of directors or fire B's managers as it wished. Power to 
control, we contend, exists independent of the actual exercise of it. 
POWer LO, cOnurol  toen, 1s the Capacity to control 1 need "be, 


UpderScondi trons Of Minority ownership, 1t)is not as clear 
tidten Cane direct B in any way 1t sees fit... Authorities in, Canada 
enGeeuce United) states (rely, “therefore, on, reports) of “acknowledged 
control" to define enterprise groupings. These definitions of 
control in minority ownership situations are usually unique to a 
given case and thus of limited use for purposes of measurement. 
Moreover, relatively little formal comparative analysis of different 
measures has been done which would allow them to be cross-validated. 


What we are trying to do here is to develop a measure which 
is not subject to the same difficulties. We define control as 
Sxtelinio el ner (wiele A ownsee Mejor ty. Of erhe vob Ings cock wane & 
or where A has minority ownership in B as well as some degree of 
ante: locking Of a part, Or thei, board of directors (or “executive 
boards). Lf B has no majority owner, 1t-4s considered, to be part of 
an enterprise headed by A when A owns a large minority share and the 
two firms have a specified number of director/officer or executive 
ties in common. 


19 - See footnote 16. 


One can observe many different ownership patterns of which an 
unspecified number represent pure financial investment rather than 
an attempt to exercise “control” over other firms. We have attempted 
to minimize the error of including within an enterprise minority 
shares which are not meant to control by simultaneously examining 
the pattern of interlocking directorates. When A owns 25% CPeBsbut 
has no interlocking directorates, no control is assumed to be 
exercised. 


THEORETICAL BASIS FOR 
DETERMINING ENTERPRISE GROUPINGS 


Given the variety of arrangements which may be employed by the 
directors and officers of one firm to exercise either influence or 
control over the policies of another firm, it is necessary to 
operationalize the definition of an "enterprise" in such a way as 
ete 


a. accommodate a number of distinct but functionally equiva- 
lent patterns of control; 


b. ensure that the definition of each pattern is rigorous 
and mathematically consistent with the others. 


In doing this, we rely heavily on propositions derived from 
elementary set theory and graph theory--specifically, as these 
apply to networks,29 theoretical definitions of control in social 
networks, 2! and an earlier study of interlocking directorates. 


OWNERSHIP TIES 


In applying graph theory in this way, we must begin by recog- 
nizing that ownership ties are directed (A owns B). Directorship 
ties, are by contrast, aindi rected (Jones sits on the boards of both 
A and Be Ap isvtied with By “Bwisstied with Aly 7elo ensuite mathematical 
consistency of alternative measures of ownership control, we assumed 
both full transitivity and additivity for both ownership ties and 
related “directorship ties: 


20 - R.G. Busacker and T.L. Saaty, Finite Graphs and Networks: An Introduction 
with Applications (New York: McGraw Hill, 1965); and F. Harary, R.Z. Norman, 
and D. Cartwright, Structural Models: An Introduction to the Theory of 
Directed Graphs, (New York: Wiley, 1965). 


21.—'S.D., Berkowitz, The» Dynamics sof sblite Structure: mAgcrit 2 aiiers bac. 
Wright Mills' Power Elite Model" (unpublished Ph.D. dissertation, 
Brandeis University, 1975). 


22 - L. Waverman and R. Baldwin, Determinants of Interlocking Directorates 
(Toronto: University of Toronto, Institute for the Quantitative Analysis 
of Social and Economic Policy, 1973)- 


55 
‘ pee The arrows represent the direction 


of ownership, the figures the percentage 


30% of voting stock held. No interlocks are 
involved. 


In the diagram above, full transitivity means that if A con- 
EPOUS oO wend econtroals sD, then Arcontrols DD... By. .additivity,..we 
conclude that the effective ownership of A in D is 60% because, 
Since A controls B, it owns 30% of D through B and, since A controls 
Cee OWwrcmanother 30%) of oD through C. 


We could, of course, have defined enterprise groupings by 
Sousa lLoier Iviubyerand Multiplicativity... «lf we shadsdone this, 
A would control D if the product (rather than the sum) of ownership 
links along either (not both) paths was greater than 50%. Under 
these assumptions, since .55 x .30= .165, we would not have found A 
exercising control over D. 


Let us examine a "base" case where control was assumed to be 
exebeisab toy i oand Onlyait greater than 503 ofathe voting stock was 
held. In this case, where firms have an "owner" or "owners" in 
common, fully transitively and additively within stages, they are 
Said to be part of the same set of firms operating under common 
control. In the above diagram, for the base case we define A, B 
and C as part of the same enterprise; with A as the enterprise 
leader or "parent". 


In general, most operational definitions of enterprise 
groupings will agree for cases of majority ownership. The definition 
of majority control we employed here is consistent with the main 
thrust of the literature.“3 As a result, concrete differences among 
groupings, (the specitic anciusion om exclaision of a eqiven. firm 
within a defined enterprise) is not due in the main to theoretical 
or methodological differences, but to the use of slightly different 
data bases. As we will argue later on, the impact of these slight 


23 — Statistics Canada, Industrial Organization, OP. cit., J.M. McVey, “The Indus- 
trial Diversification of Multi-Establishment Manufacturing Firms: A Develop- 
mental Study", Canadian Statistical Review, Vol. 47, no. 7, July 1972. 


differences on top four and top eight concentration ratios is 
negligible. Definitions of control--such as one based on the "degree 
of nonresident ownership"24 however, which do not assume both transi- 
tivity and additivity within stages,will yield markedly different 
results. ? 


DIRECTORSHIP, OFFICERSHIP, 
AND EXECUTIVE BOARD TIES 


In the work reported here, we employed four different stipula- 
tive definitions of control under conditions of minority common 
stock ownership: more than 50% ownership and more than 15% owner- 
ship plus three directorship and/or officership ties in common; 
more than 50% ownership and more than 25% ownership plus three 
directorship and/or ownership ties in common; more than 0G 
ownership and more than 15% ownership plus three executive board 
membership ties in common; and, more than 50% ownership and more 
than 25% ownership plus three executive board membership ties in 
common. In each case, the networks of ties among firms were treated 
as fully transitive and additive within stages. Moreover, the 
direction of influence of a director/officership or executive board 
tie was assumed to follow that of the ownership relation. Any 
director/officer/executive board tie falling outside of ownership 
paths was disregarded. 


We chose greater than 25% and greater than 15% ownership 
criteria for specific reasons. First, our data base consisted of 
CALURA reports; 2© these contain information submitted by all firms 
above a certain asset size which must report holdings of 7102 ‘07 
more of domestic ownership and 5% or more of foreign ownership. | 
We examined the enterprises using the assumption that 10% Owner-— . 
ship (Larner's measure) meant control. Approximately 80% of the 
entire set of sampled companies were contained in one enterprise 
either as "owners" or "owned", under this definition! We could noc, 
however, reject the hypothesis that this network of ties was 
generated by random forces: 10% ties generally do not reflect true 


24 - This definition is used in Statistics Canada, Inter- Corporate Ownership, 
(Ottawa: Information Canada, 1971). 


25 - Please note that this measure is multiplicative. Thus) LE en owns Be 902705 
owns C 90%; C owns D 90% and D owns E 90%, the stipulated proportion of 
COntro lor At in E= .94= .656. 


26 - These are reports filed under the Corporation and Labour Unions Return Act 
(10-11 Elizabeth II) and reported =n Statistics Canada's publication 
Inter+Corporate Ownership. Apart from this publication, we had access-- 
through Statistics Canada--to the public information contained in the reports 
themselves. We are grateful to Nicholas Stosic, then of Statistics Canada, 
William Krause, and Peter Blitt, of the CALURA staff for their help in 
completing this study, and for innumerable acts of personal kindness as 
well. 


underlying control in the Canadian data we examined. The network 
generated by greater than 15% ownership ties, however, was not | 
simply stochastic. Changing our cut criterion to greater than 20% 
ownership did not appear to generate patterns significantly different 
from the 15% criterion, while the pattern at the greater than 25% 
level was marginally different. 


Similarly, we examined the network of ties when companies 
were considered to be connected by directors/officers. The pattern 
of single director/officer ties was random. As a result, if we 
calculated enterprise groupings on this basis, they would have been 
random. This was not true for the pattern of two or more director/ 
officer ties and it was less true of the pattern of three or more 
ties. Hence, we used three or more director/officer ties and more 
than 15% ownership as the minimum criteria for defining an 
enterprise. 


In examining the control properties of ties, we distinguished 
between director/officers in general and members of the executive 
board. The latter, we maintain, are involved in the day-to-day 
operations of the firm, while the former may not be involved in 
detailed policy decisions. We wanted to empirically test to see 
Pretitrs dEStinction was valid, 


METHOD OF CALCULATING 
PDNCERE RISE GROUPINGS 


In order to determine enterprise groupings, it was necessary 
to a) calculate both direct and indirect ownership patterns, and 
b) map director/officership or executive board ties into this matrix 
in such a way as to make these ties commensurable with ownership 
links. 


Initially, our raw ownership files--consisting of a series 
of triplets (owner company; owned company; and per cent ownership) 
--had to be restructured into a series of lists, headed by ultimate 
owners (companies which own but were not themselves owned), which 
corresponded to paths along a given ownership chain. These chains 
were then merged by adding together the values for all equivalent 
chains (A owns B owns C and A owns C) and a cut criterion--corres- 
ponding to the point at which we could safely say a given company 
effectively owned another--was applied to these merged lists and 
the lists truncated accordingly. This procedure resolved the file 
into a series of sets headed by some ultimate owner ("parent") in 
which all ownership of the companies within the set (direct and 
indirect) was held to be vested in this ultimate owner. 


Initially, this cut criterion was fixed at more than 50%, 
corresponding to the traditional definition of "control". Director/ 
officership ties or executive board member ties were then assigned 
a numerical value. This value was based on the assumption that, 
if stock ownership of "15% or greater plus three ties" was 
equivalent to control, the directorship ties, collectively, were 


equivalent in value to a percentage ownership necessary to yield 
control, i.e., more than 50%. In this method of calculation, then, 
if we stipulated that 15% plus three tics constituted control, =then 
one tie was equivalent to 12%. 


This calculation was implemented by first identifying all 
director/officer or executive board ties which corresponded to 
an ownership tie of 15% or more. Each tie, when three or more 
were found, was then assigned a value of 12 surrogate percentage 
points. In order to eliminate the possibility that some fairly 
large ownership tie (e.g., 49%) might occur where only two director 
officer or executive board ties were present--and thus would be 
excluded--we also assigned each tie, where two or more existed, a 
value of 12. Consistent with our observation of the stochasticity 
of one-connectedness, we did not do this for single ties. More 
than three director/officer ties* were given additional weights of 
12. This file of surrogate percentages was then merged with the 
actual ownership file, and assignments of firms to enterprises 
was calculated in the same fashion as they were for ownership at 
more than 50%. A similar method was used to calculate groupings 
using surrogate percentages at the 25% direct ownership level. 
Director/officer ties, because they were given surrogate ownership 
values, were treated as fully transitive and additive, as shown in 
the example below. A owns 15% of B and has four directors. ihe 
effective surrogate ownership of A in B is 15% +48% or 63%. A then 
controls B. Since B owns 27% of C and B and C have three directors 
in common, B is assumed to control C also with 63% effective owner- 
Ship Al owns 553 of) Dedirectiy~ Ars effective ownership in D is, 
however, 79%. Note that C does not control F, 10% ownership and one — 
director in common not representing control. While A controls D, 
D does not control E; nor does E control F. In both these cases 
(D-E, E-F), the ownership and directorship patterns do, not meer 
our minimum cut criteria for control. The resulting enterprise 
consists of A (as parent), B, C, and D. 


In this way, even though assigned ownership values in a given 
instance might total more than 100%, it was possible to construct 
a single interval scale embodying both ownership and non-market 
ties. Because of the fact that we were interested in unambiguously 
assigning firms to enterprises, it was further stipulated that even 
after the value of this joint measure was greater than 50%, we would 
not make such an assignment if two or more "parents" existed. We 
therefore have a set of 49 "joint ventures"--firms we would not 
ambiguously assign to a single parent--as an outcome of our more 
sensitive definition, i.e., greater than 50% plus greater than 15% 
and three director/officer ties. 


* —- In any case, this problem does not arise empirically. 
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JOINT VENTURES 


In working with minority ownership values, multiple "parents" 
could exist. We determined a procedure to asSign subsidiaries to 
their parents when a number of owners existed. We set a minimum 
value of 4%. No firm (B) could be assigned to an enterprise (A) 
unless A "owned" B (where we include surrogate percentages for 
directors) by 4% more than any other enterprise C, D, ...2@. 


In order to calculate a value for A, we first examined the 
minimum absolute value of the difference necessary for clear assign- 
ment at the 51% level. Where the value of all connections was less 
than 100% this was calculated as MP eres where A and C (as above) 
are competing ownership ties. At a minimum value A-C must be 
e495). Thesminimunevalue. for Aispthen, 43. 


By applying the same rule of thumb where the value of surrogate 
ownership may be greater than 100%, the generalized value ford may 
be calculated. 


ae - Cl] = == 
A=2|A-¢| 2(T,/100) =.04T,, 


where T_ is the total calculated direct and indirect, surrogate 
Ano ren ownersnip 2n a given firm: 


ee 


Thus, where the yalue of a given tie for a firm B was greater 
than with A, but less than with any other complex C, Dae awe 
included B and its subordinates in the A complex. Where the value 
of the tie between firm B and all potential parents was less than A, 
we classified B (and its subordinates) as a joint venture with the 
other complexes. 


THE DATA BASE 


In order to carry out this study, we required a data base that 
would include: 


1. A set of companies to examine (it would clearly be intee— 
sible to examine the ties among all companies in Canada) ; 


2. The ownership links among this set of companies; 
3. The directors of each of these companies; 

4. The officers of each of these companies; 
5 


. The executive board members for each of these companies. 


We detail below the specific sources we drew upon to CONSE GUCE 
this data base and any known errors or omissions in) thessources. 
Two previous studies were of great value to us--the Berkowitz—-Felt 
study of ownership and directorship links and the Waverman-Baldwin 
analysis of interlocking directorates. 2/ 


SAMPLE OF FIRMS 


Since it would not be feasible to examine all firms in the 
country, what companies should we include in our sample? The 
objective of our study was to examine the impact on concentration 
ratios of changing enterprise definitions. Therefore, we attempted 
to include detailed data on the "largest" firms operating in Canada 
in 1972, their parents and subsidiaries. We also attempted to locate 
firms which, while relatively small, play a salient or strategicerole 


in articulating the relationships among the largest firms. 


Defining the largest firms in Canada’ is a) nontrivia lees. 
largely because of the existence of Crown and private companies. 
Private companies (companies owned by less than 50 shareholders) 
need not publish annual statements. Family~owned companies and many 
foreign subsidiaries are incorporated as private firms. 


Waverman and Baldwin had listed 210 public firms among the 
largest 260 corporations in Canada in 1969. In examining their 


27 - The Berkowitz-Felt study assembled a data base consisting of the 1969 and 
1972 CALURA data and some directorship data in machine readable form; as 
well as programs designated to handle them. Waverman-Baldwin examined the 
interlocking directors and officers among the largest 260 corporations in 
Canada in 1969. 


list we found several cases where the firms were not incorporated in 
Canada, 28 and deleted these. We added 91 firms to account for above 
average growth for some corporations between 1969 and 1972 and to 
broaden coverage within these categories: banks, trust companies, 
transportation firms; utilities, industrials, merchandising firms 
and other financial institutions. 2 


The basic sources (and those of Waverman and Baldwin) used in 
generating this list were: 


a. The Fortune Magazine listings of the leading corporations 
(COcOSUTS ean LOrelane jretor 19727 

Financial Post, Survey of Industrials; 

Financial Post, Suivey of 0104; 


Financial Post, Survey of Mines; 


Financial Post, Sutey of Funds; 


e 


Moody's Transportation Manual ; 
Moody's Industrial Manual ; 
Moody's Banking and Finance Manual; 


Pe) ohare De Orn OG, 


Standard & Poor's Regtster of Conporations, Directors and 
Executives. 


This list of 301 public companies was then augmented by 50 Crown 
and private non-Crown corporations and their operational subsidiaries 
determined in the earlier study by Waverman and Baldwin for 1969.30 
Their procedure was to determine the 136 largest private companies 
derived from three groups of sources--the Fortune listing, the Finan- 
Cial Post Surveys 71 and Conway, Supply & Demand fon Corporate Securities. Some 
"obvious" candidates were included in the list of the largest 50 
(Chrysler of Canada; Canadian Pacific Railway; General, Motors of 
Canada; IBM Canada; Hudson's Bay Co.; Ontario Hydro, Quebec Hydro, T. 
Eaton Co.). The remainder were sent a questionnaire which asked: 
ot thewend or fiscal’ year 1969, did your company) navesassets ain 
Canada valued at $80 million or more?" ($80 million was the cut-off 
criterion to be placed in the top 200). Ninety-one firms responded 
and 25 cf them were atfirmative. Four Crown corporations were added: 
(C.B.C., Air Canada, Canadian National Railways, Polymer kane aoe he 
Finally, 13 private firms were arbitrarily chosen from the 38 companies 


28 - The Waverman-Baldwin study, op. cit., inadvertently included several American 
firms which were not incorporated in Canada while they do trade here. 


Zo pee Table A for list of these and all related companies in our sample: 
30 - Waverman and Baldwin, op. cit. 


31 - These data are published annually by MacLean-Hunter. The data used 
were for 1972 data year. 


who did not respond to the questionnaire.?? 


In the Berkowitz-Felt study, ownership data on 6,000 firms had 
been placed in machine-readable form. 33 These ownership data repro- 
duced a sample of that contained in Statistics Canada's publication, 
Inter-Conponate Ownership for 1972. 


The set of 361 largest public and private firms that we developed 
for 1972 was then used as a "pointer" to this larger file of ownership 
relations, tracing out all associated firms. 


Of this set of 261 firms, 12 were not an the file created by lic 
Berkowitz study. Missing ownership patterns were then researched 
from the Inter-Conporate Ownership publication; files of CALURA reports; 
Moody's Industrial Manual; Standard and Poor's Register; Security and 
Exchange Commission "insiders' report" on deposit at Harvard”s Baker 
Library; Moody's Banking and Finance Manual; Moody's PublLic Utikity Manuak; 
private files; annual reports of companies; etc. 34 


As a result of the integration of these files, anomalies were 
discovered in the data which then had to be resolved. 


This research process located 4,944 additional Canadian or foreign 
firms associated either directly or indirectly with the 361 largest 
companies through ownership. 


It was this bounded set of 5,305 firms which we used foreall sot 
our subsequent calculations. The stages in this sampling procedure 
are outlined below. Sample D represents our final set of 5,305 Eis. 


At tthis pointe. t wasuetal] possible for us to have missed some 
of the largest companies (private firms we omitted due to gaps in our 
process) or smaller firms associated with the largest (through gaps 
in information about small firms). These problems were corrected by 
Statistics Canada who, when they received an enterprise listing from 
us, included any corporations we had not detected due to gaps in public 
information. These discrepancies were quite small. 


THE CALURA REPORTS 


As we outlined above, our initial sample of the 361 largest firms 
in the Canadian economy was expanded to a sample of 5,305 by PC Lucie 
all known direct and indirect ownership ties among these firms. The 
primary sources for our data on ownership ties among these were the 
Inter-Conporate Ownership publications. 


32 - These inclusions were based purely on judgment. For example, all tire and 
rubber firms were included. 


33 - This data base was assembled under a contract provided by the Policy Analysis 
Group, Department of Consumer and Corporate Affairs, Ottawa, whose assistance 
is gratefully acknowledged. 


34 - The "Moody's" sources are all published in New York by Moody's Industries 
Service, annually. See the Bibliography for more detailed citations. 


Stages in Selecting Sample of Firms 


Stage 1 


Stage 2 


Stage 3 


Our final sample: BtC+D = 5,305 
Canadian and foreign firms. 


The set of all firms in 
Our data base. 


The subset of 283 largest 
public firms. 


The set of the 36! largest 
semi-private, Crown, and 


private companies. 


The firms tied either 
directly or indirectly 
with C through an 
Ownership tie of some 
magnitude >10% 


Under the Corporation and Labour Unions Returns Act, 
(CALURA) all corporations chartered in Canada under federal 
or provincial laws -- whether public or private -- must file 
a return listing all corporations, trustees, etc., owning 
10% or more of the voting stock of the corporation Gue adte 
owner is a domestic corporation -- 5% or more if the owner 
is foreign). 


The CALURA data set was reasonably exhaustive for all ties 
among Canadian firms involving 10% or more Of the votindas cock 
(5% if a foreign owner) which are a) made within Canada, cr 
‘b) made by a foreign parent only one removed from a Canadian 
subsidiary. The data however contained a number of flaws 
which had to be corrected before it could be used for our 
purposes. First, in a few cases, a firm was owned by several 
domestic firms, each having slightly less than 10% of the voting 
stock. These "separate" firms might however have been owned 
by a single parent on a higher branch. We therefore included 
some 30 additional domestic companies who controlled Slightly 
less than 10% of the voting stock in) other large Canadian 
eorporations.. For example, in the Nordex-Power Corporation 
group, several ownership percentages among members of the 
group were less than the CALURA reporting level. 


A second flaw in the data was that nominees were reported 
as separate entities. A firm or individual may own perhaps 30% 
of a company, but divide this ownership among three separate 
or nominee accounts. Casual observation would indicate three 
separate owners where actually only one beneficial owner 
avisted. leis obviously cifteicw! te tompenccrate atic nominee 
veil. We used several American directories of nominees to 
attempt to distinguish beneficial ownership but, obviously, 
without being able to ascertain their completeness. Therefore, 
it is possible that despite our efforts concentration is higher 
than we report. 


Moreover, Since the Inter-Corporate Ownership publication 
has not been produced by machine in the past, it contained 
errors which had to be corrected before we could define 
enterprise groupings. First, in approximately 60 cases, two 
different percentages were reported for the same LS siealge lise 
Second, in approximately 20 to 25 cases, ownership of a company 
exceeded 100%, usually due to errors in the name Of thes firm 
(thus equating A. Smith Co. and A.B. Smuth Coe) ee lourdyechs 
"naming error" Occasionally generated loops inpeaschalno & 
ownership. (A "loop" occurs where, for instance, A owns B 
B owns C; and C owns A.) There were few cases Offers eout 
they created havoc until altered. (All the errors we locaced 
and the additional data we discovered were reported to Statistics 
Canada.) 
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Finally--and probably most importantly--the CALURA data does not 
report the foreign parents of the foreign parents of Canadian corpora- 
tions. For example, let us examine two Canadian corporations which 
were each owned by a separate foreign firm. The 1972 CALURA sources 
would then classify the two Canadian companies as "independent". 
However, if the two foreign firms were themselves owned by a third 
foreign firm, we would want them all to appear as part of the same 
enterprise. We thus had to augment the CALURA data set by including 
foreign connections not detected and reported in the Inter-Corporate 
Ownership publications. While we did search for all parents of the 
parents of Canadian firms, in one case discovering an "ultimate 
parent" ten steps removed from two Canadian firms, since the sources 
used were not documentary it is impossible to tell if this search was 
complete. 


THEY DERECTORSHIP ’ DATA 


Once having determined our set of 5,305 ownership-linked companies 
we needed to detect all directorship and officership ties among these 
Pees. 


The basic source we used was Berkowitz's machine-readable file 
previously compiled from the Financial Post's Directory of Directors. 
Because the Financial Post sampling was far from exhaustive, data 
from other sources--primarily Standard and Poor's Register --were used 
to augment, supplement, and confirm data we already had. 


The organization of the Financial Post Directory was one major 
source of these difficulties. It contains two separate lists of 
directors; the front half of the book lists directors and officers 
in Canada, alphabetically, and all the companies associated with each 
individual; the back half lists a number of companies alphabetically, 
and then all board members and officers for the companies, both 
Canadian and foreign residents. In a number of cases, the front half 
would list Ms. X as director of a company, yet the company list in the 
back would not contain Ms. X aS a director. Where such problems 
occurred, we had to trace all companies and individuals and augment 
the Dinectorxy data for a) all foreign residents, and b) all Canadian 
residents who were inadvertently missed. 


In some cases, we found genuine misreporting. All of our previous 
files had to be corrected where this occurred. 


The Directory seems relatively error-free when dealing with the 
directors and officers of the major companies (all our public firms, 
but few private or Crown companies), and in tracing all the other 
directorships and officerships held by these same individuals; 
regardless of company size. For some other companies, the Directory 
appear setO. NC LUCGmOlLyetneama JOr abtuliatlvons OL ethelrodirectous 
and officers and excludes affiliations with smaller firms. This 
creates problems when searching far down in ownership chains. 


Private and Crown corporations are not well covered iy he ; 
Directory. Since private firms need not publish names of directors : 
and Crown companies are sparsely reported, we had to obtain thus 
information from other sources--government reports, and provincial 
corporation fates. 

i 


Whenever several different data sources are integrated, incon- 
sistencies in the data sources surface. While we cross-checked these 
sources thoroughly, two potential errors need mentioning. the frre 
we call the "John A. Jones/John A. Jones" problem: two men with ste 
identical name. Since the Directory lists data by director, this 
problem was minimized. However, when integrating this information 
with sources that did not do this, we had to use other CLIO ane 
ensure that we had identified directors correctly, i.e., date, place 
of birth, etc. The possibility that we have incorrectly treated 
directors with the same name as the same person still exists. The 
second problem we were able to rectify, but only with a great deal of 
work: the "Bell Canada/Canada Bell problem". The data sources did 
not consistently give the correct legal name for the corporat tone. 
Bell Canada Co. Ltd. for example would appear as Bell Canada, Canada 
Bell, Bell Canada Co., Bell Canada Ltd. The data associated with 
each of these designations had to be made consistent with one another. 


THE OFFICERSHIP DATA 


We included in our data base the following officers for all 
companies: President, Vice President, Manager, Secretary Treasurer, 
Secretary, Treasurer, General Manager, Comptroller, Controller, 
professionals (legal counsel, medical director) and other officrals. 
The Directory did not list all these positions for all companies. 

If a position was omitted for a particular company, we comldy now 
tell whether the firm had no such position, or whether the data 
were in error. We checked and augmented the Financial Post's data 
in a large number of cases, relying on detailed. 1nspectionwor, con 
pany reports and similar sources. 


EXECUTIVE BOARD 
MEMBER DATA 


Executive board members are defined as the officers and direc- 
tors having the authority to act for the board of ai rectors: on 2 
day-to-day basis. While the board of directors may meet only once a 
year, the executive board or committee members are usually in frequent 
contact. As we said earlier, it is generally believed that the patter 
of ties among this group is substantially different from that among 
directors/officers not members of it. We undertook to test this 
belief. Unfortunately the Dinectory's listing of executive board 
members was incomplete and examination of company reports and prospect 
uses indicated that many firms simply did not report this information. 
Thus, for any company with seven or fewer directors, we assumed all 


were on the executive board2° We then provided the Royal Commission 
with a list of all companies with more than seven directors, and the 
Commission sent these firms a questionnaire requesting the names and 
positions of executive board members in 1972. We incorporated the 
ierormacion they provided into” our data files. In all relevant cases, 
we either were able to obtain these data from the Royal Commission 
questionnaires, or had access to them through some other source. 


36 - This was the mean number of officers/directors associated with the 
companies in our sample. 
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Sy eared bine: 
THE EFFECTS OF CHANGING ENTERPRISE 
DEIN ELON Ss ONPCONCENTRAT ION SRALLOS 


feb los) 1 listss tievenbiressetwct 57 305scompanies gathered 
MmVeOnenterprises. SThe first column of the table gives the company 
number (our code). The second column is the company's legal name. 
column <3 er theScOunt ey Ofmresidence, Or, Stock contro. Of the 
companys") 1 1 “the 0vsS.A.- 2, U.K.; 3, other western OECD European; 
ae se OtNer  COUuntr ies (excluding Canada); =>, foreican coUunEry, noL 
FrOenCLPLeds 6, sCanadas 75 unspecified (nominee, trust partnership). 
Column 4 is the code number from CALURA. Column 5 is the SIC code 
aCCOLQING tO puhesotatastics Canada definition. 


The next tive columns last the number of the ultimate owner 
VenLerprise number) of Gach firm according to each of the five 
criteria: 


Column 6 - over 50% ownership 
Comumne/ "-)OvVere25s ownership plus director/offticer ties 
Column 8=— over 152 ownership plus 3 director/officer ties 
Column 9 - over 25% ownership plus 3 executive board member 
ties 
Column 10 - over 15% ownership plus 3 executive board member 
ties 


The letters appearing after the enterprise number in these columns 
indicate whether the enterprise is a single firm enterprise (S), or 
aii tiple firm cniterprise (EK). “In cases where the firm is 4 joint 
venture, Volumes 7-10 list the company's own number with a letter 
fein veAtingtiaie t. VSede yornt Venture - 


UNemEAD Vea woacme Or Podmaccordang tO= cOlumic, ieee, by tie 
definition of more than 1523 ownership plus 3 director/officer ties. 
Tims eo tsetse consecutively all firms which belong to a commonventer— 
Prisewby this derinition, with the enterprise number given in this 
eo Llumns. 


Inspection across columns 6-9 therefore reveals how changing 
Ceti teonsschange. enterprise =compositton. “In particular, moving 
acloss| irom column 8, whichygives the most inclusive enterprise 
definition, to columns 7 and 6, which give progressively more stringent 
enterprise definitions, reveals how enterprises break into sub- 
enterprises as the definition is tightened. 


g7 tne residence of the majority of sharcholders in the company. This is not 
the same asi the residence, of ithe»ultimate corporate controller according to 
SUG det inition. 


Let us take the first enterorise, 59) pasvancxanple..) ihe 
parent is A.D. Janin and.Cos Lids Under all bu greater than jou. 
ownership criteria, it°has 18 subsidiaries. Under the strice greater 
than 50% criterion one of the firms (2505, Carriere St. Maurice Inc.) 
Splits off, 


Table A-2 lists the companies alphabetically with owner number 
according to column 8 of Table A-1. As Table A-1 is arranged in 
ascending order of owner numbers in column 8, it is possible to 
locate any firm in Table A-1 by finding its owner number according 
to Table A-2. .Going down, columns, of lable A-—l willie locate sthe 
enterprise to which it belongs according to the 15% plus 3 director/ 
officer. definition. The individual firm can. then beplocared yh, 
inspection of columns l.~and 2.0% Tabicees—i. 


In. Table’3) we: list 153eindustricsesand concentrations raetos 
defined on a strict greater than 50% ownership criterion. This table 
is based on Statistics Canada’s definitions of enterprises, not our 
benchmark definition, and is used because Statistics Canada could 
not divulge to us the number of enterprises and establishments and 
the value .of.shipments byvindustry souestorcontidentiality sseesrurac] 
tions. However, the differences between our benchmark, our four 
definitions and other firm concentration ratios, and the Statistics 


Canada values were less than 1% in all but ten or so cases. Conse- 
quently, the picture presented is more complete and coincident with 
our results. All changes in concentration resulting from changes in 


enterprise definition are however based on our benchmark values, 
not.Statistics Canadas. 


In twenty-four industries, the largest four enterprises control 


79% or more of the industry value of shipments. In an additional 
58 industries, the largest four enterprises produce between 50% and 
78% of the value of shipments of the industry. In 222 -indueeeres 


the largest eight enterprises produced half or more of the industry's 
value of shipments. 38 


In 1964 the -—Economic.Councrmisot Canada, conc udedetiat = 
although more than one-half of the manufacturing industries for which 
reasonably comparable data were available over the period [1948-64] 
were more concentrated in 1964 than they had been in 1948, more than 
one-third had a lower level of concentration". 39 


38 - In our earlier discussions we alluded to the problems in the CALURA 
definitions Of control. An illustration is ain erders) Aecording to cable 
A-l, based on Statistics Canada's criteria, there are three industries 
where the largest four firms produce 100% of industry shipments. According 
to CALURA criteria, no such industries exist. 


39 - Economic Council of Canada, Interim Report on Competition Policy (Ottawa: 
Economic Council of Canada, 1964), p. 81. 


Wie lees lucy sOLeconeentration=1n 1968, Statistacs Canada 
Suggested "...that aggregate concentration within manufacturing 
appears to be slightly declining [between 1965 and 1968] ,..." 40 


At the time of working this report, Statistics Canada had not 
beleased thei analysie on ene, 19/72 concentration levels, but.a 
Similar pattern may be observed here. 


We now turn to examining how altering the definition of what 
constitutes the enterprise alters the measurement of concentration. 


Table 4 gives an array of simple differences between the top 
Pour and’ the top eight concentration ratios compiled according to 
the four enterprise definitions and those compiled according to the 
benchmark greater than 50 per cent enterprise definitions. Table 5 
gives the same arrays for the relative differences between the 
different definitions. Because of confidentiality restrictions it 
was not possible to identify the industries in which these changes 
occurred. Consequently, the arrays are sorted into ascending order 
tOovalWerxachererian by industry. It is therefore notepossible in 
some Cases to identify the changes in concentration due to defini- 
tional change across the same industry. 


In order to evaluate the importance of the changes in concentra- 
tion revealed by Tables 4 and 5, Table 6 groups industries affected 
into those with less than 30% concentration by the top four enter- 
prises; between 30% and 44% and between 45% and 80%. For each of 
these categories, weighted and unweighted means of the simple and 
relative differences in the top four and eight concentration ratios 
for the four special enterprise sets and those for the benchmark 
concentration data are calculated. Table 7 gives the weighted mean 
and standard deviation (unweighted deviations from weighted mean) 
of the top four and top eight concentration ratios by the benchmark 
and the alternative definitions. 


Examination of Tables 3 and 4 suggests that weak ownership ties 
(i.e., less than 50% direct ownership) play a very limited role in 
the case of horizontal connections in the manufacturing industry. 
Changes in ownership definitions affected at most only 8 out of 153 
manufacturing industries. Even in these, there is no change at all 
when enterprise definition is loosened from 253% ownership plus 
criterion to the 15% ownership plus criterion. That is, where changes 
occur, they are the result of a significant amount of ownership (over 
25%). Apparently, given the visibility of ownership/directorship 
ties, they are generally not used as a means of establishing commu — 
nication and control within a cartel. This observation is supported 
by "the fact) that tthe main’ impact: of. the definitional changes is in 
industries with low to moderate concentration. 


40 - Statistics Canada, Industrial Organization and Concentration in the 
Manufacturing, Mining and Logging Industries (Ottawa: Information 
Canada, 1973) 5 Deeto. 


Table 6 shows that the main differences occur in andustries 
where the largest four enterprises have less than 44% of the indus- 
try ‘SeOu lpi: Concentration ratios rise by an unweighted average 
of 2.6 percentage points for those industries with less than 30% 
concentration and by 3.9 percentage points for those with less than 
44% concentration, but only by an average of 1.5 percentage points 
for the three industries affected which have a concentration ratio 
of between 45% and 80%. Moreover, comparison of the weighted and 
unweighted means of the effects of definitional changes suggests 
that relatively small industries are involved in those shifts. This 
observation is supported by Table 5 which shows that the weighted 
mean of concentration ratios for total manufacturing rises from 50.35 
when a 50% ownership definition of enterprises iS6-used tous). oo wien 
259 Or 5%. (pl lusprauesc director/officer definitions are used, an 
insignificant increase when compared to the standard deviation of 
about 23%. 


The effect of changing definitions of control on the top four 
concentration ratios appears to exceed, in most cases, thateore ene 
top eight watio |(TablerA).: This suggests! that levered ownership 
control is mostly used by the four largest firms in the industries 
affected in expanding horizontally by ACGUPL ING stialler corporations, 
at least some of which are members of the next largest Four. menus, 
these observations suggest that some levered ownership is used in 
the consolidation of market shares by the larger corporations 
Operating in relatively nonconcentrated industries. This makes sense 
because in such industries anti-combines laws are not completely 
operative. 


It should be pointed out, however, that the effects of changes 
in control definitions have only been traced for manufacturing 
industries. Inspection of Table A-1l suggests that a large number of 
cases in which changes in the definition of enterprises cause 
Sioniercant, changes si enterprise composition occur in industries 
other than manufacturing. In particular, a large number of these 
changes occur in mining and among financial institutions. “ues 
therefore likely that the effects of ownership leverage on concen- 
tration in these industries may be considerably more marked. 
However, in the absence of the basic concentration data for these 
industries, we are unable to verify this hypothesis. 


OWNERSHIP LEVERAGE 


The most striking result of our study is the low degree of 
leverage in Canadian intercorporate ownership: very few corpora- 
tions appear to control others by holding minority shares. Moreover, 
most ownership ties emanating from non-financial institutions involve 
100% ownership. By contrast, fairly extensive ownership leverage is 
shown by two large conglomerates, Argus Corporation Ltd. (whose 
parent is Ravelston Corporation Ltd.) and Power Corporation of Canada 


Ltd. (whose parent is Nordex Ltd.) as well as financial institutions 


(e.g., trust companies) which frequently have a significant, though 
less than 50% share of holding companies. The owned holding 
Companies, in turn, do not generally exhibit high leverage and appear 
to own at least 50%--and in many cases 100%--of the shares of the 
companies controlled by them. 


Even in those cases where minority share ownership is assocla- 
ted with control by our definition, relatively little ownership 
leverage is used. This is evident by inspection of the results of 
Table A-l1. Very little difference in the composition of enterprises 
is exhibited when their definition is broadened from 25% to 15% 
ownership.41 This is true whether the management tie is defined by 
directorship/officership or by executive board Membership. s.20,) Lace 
only very few substantial changes in major enterprises occur in 
either of these cases. 


The major exceptions are as follows: (a) the Massey Ferguson 
group of corporations and Dominion stores both form separate enter-— 
prises paccoraing tO either the 25% ownership-plus or the over 50% 
definition, but become members of the Ravelston Corp. enterprise 
according to the 15% plus-ownership criterion; (b) a group of 
companies owned 100% by Dome Petroleum forms a separate enterprise 
bythe 25s ownership—plus ‘criterion, but joins the Dome Mines enter- 
prise (which owns 17% of the shares of Dome Petroleum) when the 
ownership criterion is reduced to 15% plus. 


About 30 substantial changes in major enterprises occur when 
the control definition is changed from 50% ownership to 25% owner- 
siipeplus.: This pattern—-thirty substantial changes out of 5,305 
companies--shows that the use of pyramiding in the structure of the 
largest 360 Canadian firms is minimal. The majority of these changes 
involve either a "single tie" between two holding companies or a 
financial intermediary (such as a trust company) owning between 
25-49.9% of a holding company. These changes also appear more fre- 
quently in the mining and oil industry than in other manufacturing 
areas, suggesting a higher degree of ownership leverage in mining and 
fonidlinn 


An example of the first case, the single tie between holding 
companies, is the group of companies the majority of which are 
100% controlled by Distillers Corporation, Seagrams. These form a 
separate enterprise according to the 50% ownership criterion. 
However, when the ownership criterion is reduced to 25% plus three 
ties they become a part of the enterprise controlled by CEMP Invest- 
ments which controls 32% of the shares of Dustil fers Corporation, 
Seagrams Ltd. An example of the second case, leverage in the mining 
and oil industries, is the enterprise controlled by Noranda Mines 


Ltd., which is a separate enterprise according to the 25% ownership 


41 - tn all subsequent discussions, the control criteria defined as the over 
15% or over 25% ownership plus three interlocks will be called the "15% 
ownership plus" and the "25% ownership plus" definition. 


en nee 


plus three ties criteria. When the ownership is changed to 503%, 
this enterprise breaks up into several single companies and other 
sub-enterprises (such as the groups controlled by Kerr Addison 
Mines Ltd. or Placer Developments batecle er 


There are relatively small differences between enterprises 
whether we use directorship/officership ties or executive board 
ties. Most, though not all, director or officer ties used to 
maintain control are made through members of the executive boards. 
However, in some cases, significant control is maintained by 
directors/officers who are not also members of the executive board. 
This is true, for example, for Noranda Mines Ltd., which owns 26055 
of Placer Developments Ltd.'s shares and controls it through direc- 
tors/officers who are not members of the executive board. 


As executive board members are almost always directors .O-G 
officers, there are few cases where the definition of ownership by 
executive boards is more inclusive than that obtained by director/ 
officer criteria. 42 However, a notable exception is the case oL tne 
Weston group where the W. Garfield Weston Charitable Foundation owns 
49.7% of the shares of George Weston Ltd., but isenot® listedeas 
owner of George Weston Ltd. by the director/officer criterion. 
Control here is exercised through executive board members who are not 
listed as directors/officers. 


In a few cases, where director/officer ties suggest control 
but executive board ties do not, outside information suggests that 
control is in fact absent. These appear to be "joint ventures” so 
that the apparent control by one firm via directorships is actually 
shared controls with one or more large partners. An example is 
Frandevcor Explorations, Frandevcor Investments Ltd., and Frandevcor 
ventures Ltd. which are controlled by Credrt' Foncier Erance= 
Canadienne by the director/officer criterion but are in fact joint 
ventures according to the executive board seriterta: 


In general, we are satisfied that our definition of enterprises 
based on a minimum of 15% ownership plus three director/officer 
ties is the most reliable measure of control. Although the differ- 
ences in enterprises between this definition and the 25% ownership 
plus criteria are not numerous, they are important. While it is 
possible that the measure defines control in some questionable 
cases (where executive board ties suggest lack of controlje, econ 
panies with acknowledged control are clearly brought together: 
They are not brought together by other definitions. 


42 - Note that where no executive board exists separately from the board of 
directors, all directors/officers are assumed to be members of the 
executive board. 


We cannot offer definitive explanations of the observed 


patterns of ownership and management ties. The economic theory 
underlying such ties is almost nonexistent, and extensive empirical 
analysis is beyond the scope of our undertaking. However, we shall 


attempt to suggest some explanations based on existing theory and 
our observation of the data. 


AN EXPLANATION OF CONTROL 
AND OWNERSHIP PATTERNS 


The inclusion of a number of firms within an enterprise may be 
a result of some relatively accidental factors or of conscious 


decisions on the part of those managing an enterprise. These are, 
of course, not independent of one another; historical ownership 
patterns can be modified to suit management. However, such modifi- 


cations take time and effort so that, at any point in time, 

temporary "bargain" acquisitions will interact with management 
structural decisions to yield a transitional nonequilibrium picture 
of the enterprise. These considerations introduce a great deal of 
"noise" into any patterns which may be revealed by economic analysis. 
Nevertheless an analysis of the determinants of enterprise structure 
should yield some insight into the observed patterns. 


The determinants of enterprise structure are similar to the 
determinants of firm structure, the difference being the incorpora- 
tion of separate entities for enterprises. Theory suggests that 
firms will be established where complementarities of activities 
among constituent parts is such that command chains must be substi- 
tuted for market relationships. In cases where the output of any 
member of the firm depends on that of other members, and where 
measurement of their effects is difficult, it is necessary to set up 
rules by which operations will be carried out and rewards allocated 
rather than leave the matter for negotiation. On the other hand, 

a limit on the size of organizations is imposed by the complexity 

and diversity of tasks to be performed. These factors determine 

the optimal size of operating divisions of a company and the degree 
of autonomy allowed them. In general, one would expect the number 
of divisions to be directly related to the size of the enterprise 
and the diversity of its operations: the greater the Size and 
diversity, the greater the number of divisions and the greater their 
autonomy, 26e., che greater the reliance on market forces in coor- 
dinating their activities. This diversity may result from technical 
factors (producing different products which are not substitutes in 
production) or geographical factors (Operating in geographically 
different markets). It is clear that, given the size of the country, 
Canada's geography will generally cause a proliferation of divisions. 
On the other hand, the small number of consumers relative to the 
efficient size of plant organization may result in a pattern “igal 
which relatively unrelated operations are housed under one divisional 
roof so that the management capacity is properly utilized. None of 
these arguments, however, suggest why divisions tend to be incorpo- 
rated separately. 


Financial flexibility in terms of dividends and other finan- 
cial considerations, as well as limited liability, make it attrac- 
tive to incorporate operating divisions separately. Tax consider- 
ations may also act to increase the tendency towards separate 
divisional incorporation. 43 Consequently, we may expect that the 
factors contributing to firm diversification and size will also lead 
to the proliferation of firms within enterprises. Also, historical 
accident is likely to cause operating divisions to be separately 
incorporated even in cases where optimal institutional design would 
not favour incorporation. This occurs in cases where enterprise 
growth was achieved by way of acquisition rather than internal 
expansion. In such situations absorption of an acquired firm into 
the legal framework of another may be hampered by legal and other 
costs of reorganization and the costs may be sufficiently high to 
offset the savings from amalgamation. Alternatively, acquisition 
may have been incomplete due to difficulties in securing 100% owner- 
ship of the firm in question so that amalgamation was prevented. 

We should therefore expect enterprises to be composed of separately 
incorporated firms, even where ownership is 100%. It is clear 

that where ownership is partial, separate corporate entities are 
required. This is true even in the case of absolute control of one 
firm by another. 


As we have previously seen, size and diversity of enterprises 
should be directly related to the number of firms that constitute 
the enterprise. These should also affect the form of ownership 
and management ties. 


Consider first size. To achieve larger size for an individual 
group will generally require dilution of control because resort to 
the bond market is limited by the amount of equity that can be 
generated by the group and increases in equity can only be achieved 
by» dilution. of control of sihesorigina | oroup sOuc device that is 
commonly used to increase the size of an enterprise without diluting 
control of the management is "ownership leverage" or, at the extreme, 
"pyramiding". In this case, a small group of shareholders owns a | 
sufficient number of shares to control a holding company which, in 
turn, holds sufficient shares to control a number of other companies. 
For example, owning 25% of floating stock could give complete 
control of a set of operating companies through control of 50% of 
the operating companies. In the case of pyramiding, this ownership 
leverage could be increased by simply adding another holding company 
as an intermediary between the holding company and the operating 
companies. In this manner, only 12.5% of equity capital would be 
required to control the operating companies. 


43 - Separate incorporation increases the proportion of profits subject to lower 
corporate tax rates. Also tax considerations make separate incorporation 
more valuable in case of bankruptcy. 


In order for ownership leverage to be effective, the management 
Capacity of the controlling group must exceed the funds they invest. 
Unless they demonstrate their ability to generate sufficiently high 
profits, the demand for shares in the holding companies will not be 
sufficient to generate the appropriate leverages required for expan- 
Sion. One basis for expansion is retained earnings: the higher 
the amount of internally generated funds, the greater the ability of 
corporations to raise money by bond and other non-controlled issues 
(the greater is their debt capacity). In addition, a firm with a 
Proven track record of high profits 1S a good credit. risk. hus, 
the past profitability of a firm is a’ major determinant of its 
ability to expand. 


In this sense, the ability to expand is limited by the past 


experience of the levering group. Only exceedingly successful 
groups can lever very highly. Another limiting factor on the 
ability to lever iS absolute size. To maintain control of small 


corporations requires over 50% ownership; otherwise other groups 

can find sufficient funds to buy a large block of shares and acquire 
control. As the absolute size of an enterprise grows, it becomes 
progressively more difficult for other groups to acquire large 
blocks of shares. Consequently, a smaller percentage of the voting 
shares iS required to control a large corporation than to control a 
small one. It is therefore clear that only the larger corporations 
would have situations in which control was exercised by less than 
50% of the shares. This is probably one of the major reasons for 
the lack of ownership leverage in the Canadian economy: the number 
of potentially large corporations with sufficiently good management 
that can attract funds by way of ownership leverage is limited by 
the size of the Canadian economy (as well as by the quality of local 
entrepreneurs). 


Ownership leverage and profit maximization for the controlling 
group may or may not be consistent with each other. Where economies 
of scale prevail or when large size is required to obtain monopoly 
position, leveraged ownership may be required in order to acquire 
Maximum protits for the controlling group. However, if the con- 
trolling group can obtain the necessary amount of capital for 
expansion without ownership leverage, it does not pay them to allow 
others to share in the excess profits. Again, the small size of 
of the Canadian market enables groups of entrepreneurs to obtain 
scale economies or monopoly profits without sharing them with 
others (through ownership leverage). This is probably one of the 
reasons for the preponderance of 100% ownership ties. 


However, this argument is true only for new acquisitions. 
That is, when a company wishes to purchase another one in order to 
realize excess profits, 100% ownership is necessary in order to 
aporopreatewalt protits., “However, Once ~thne purchase has been 
completed and excess profits are realized these are capitalized 
in the price of shares. The controlling company may now sell some 
shares while maintaining control and using the capital obtained by 


these means for further expansion. The appropriation of monopoly 
profits cannot therefore be a major explanation of the preponder- 
ance of 100% ownership ties. To understand these we must come 

back to the question regarding the nature of the diversification 
and expansion process of firms. As suggested before, many of these 
100% ties between firms result from complementarity in the opera- 
tion of various companies which makes it attractive for these firms 
to operate under common control, 


THE DIVERSIFICATION AND 
EXPANSION OF FIRMS 


There are two major avenues of expansion open to firms: 


a. They may expand within the narrow confines of an industry, 
increasing their share of industry input. 


b. They may choose to expand outside their industry into 
related industries or into entirely ci trerent mesmo t 
endeavour. 


Expansion Within an Industry 


There are two major reasons for expansion within an 
Indus try: 


1. Economies of scale that. reduce operating costs as scale 
is increased. In this case expansion is likely to take the form 
of growth within firms rather than the creation of new firms 
because fairly tight control 15 required in, order to obtains 
benefits of scale. 


ae Expansion for the attainment of some degree of monopoly. 
If a firm is large enough relative to the size of the market, com- 
bination with rival firms will reduce the degree of rivalry arid 
increase the degree of monopoly enjoyed by the combining firms. 
Expansion by amalgamation to obtain a monopoly position is fraught 
with legal problems because of anti-trust regulations, although 
in Canada these have not been enforced very vigorously. Obtaining 
control via minority interest may be @ substitute for totaleana lL 
gamation depending on how anti-trust authorities view minority 
control. Until Phase I of the recent Anti-Combines Act, it was 
not illegal to interlock directors or executives wich competitors. 
Thus, minority control, plus interlocking directorates, may be 
used as the means of directing the operations of a cartel. However, 
Such arrangements are not likely to be too prevalent because 
directorship ties are much too visible. The only case of such 
ties we have been able, to discover occur in. ene pulo anc paper 
industry. Although, of course, there is no way of proving that 
they are in fact used. for maintaining a/cartel, 1t91s e¢leaneeniat 
they are bound to serve as a channel of communications among firms 
Iie Ges nous tyes 
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Another avenue for maintaining communications and cooperation 
within an industry involves the undertaking of joint projects among 
members of the industry. These joint ventures may be in the industry 
itself or in vertically related industries. Their anti—competitive 
Stiects are unclears “On the one hand, they Signal that) ‘two or more 
firms have sufficient agreement on price and demand that they can 
install capacity together. On the other hand, any one Single firm 
may be small relative to the magnitude of the specific investment. 
Such arrangements are common in the oil industry where capital 
requirements are sufficiently large to require consortia of several 
companies (as in tar sands and pipeline investments). Forty-nine 
joint ventures were found under the criterion of 153 ownership plus 
Piveewdirecctor/o1ticer ties (where joint ventures are defined as 
firms having two parents where ownership percentages are calculated 
On Ene surrogate basis). Many of~these joint ventures are “mua veiples"; 
the same two parents owning more than one subsidiary jointly. For 
example, Simpsons Ltd. and Sears Roebuck and Co. (U.S.) own 6 firms 
jointly; Canadian Cable System Ltd. and Gulf and Western Industries 
Enc.) \UsS-)™ own 19 theatres jointly. 


Expansion Outside an Industry 


There are five major, but not necessarily mutually exclu- 
Sive reasons, for expansion outside the confines of the industry in 
question, .e., diversification. The first three involve expansion 
into market activities related to those of expanding establishments. 
Pie eeOourth ald fifth do not. 


Tmouscess Capacity. The Optimal “size of at least somevor. the 
components of an enterprise May exceed the size of the relevant 
market. In such cases expansion into related activities utilizes 
full capacity which otherwise would not be utilized. Consequently, 
the cost of such expansion is reduced. Major examples are "over- 
Capacity" of management or of marketing facilities. Thus, for 
example, the establishment of dealership networks for the distribu- 
tion of automobiles can also be used to sell credit associated with 
automobile purchases and spare parts. Consequently, auto manufac- 
turers will expand their activities in these directions. The availa- 
bility of intangible Capital that is not fully utilized in the 
enterprise's current operations can be thought of as excess capacity 
in the same sense as excess capacity in management or marketing. 
Perhaps the most important example of an intangible is a trademark 
that can be used for a related product. In particular, advertising 
which is used to promote trademarks can sell a variety of related 
products at Significantly reduced cost per product. Thus, for 
example, manufacturers of vacuum cleaners expand into other 
electrical appliances, manufacturers of toothpaste into toothbrushes. 


2. Bilateral Monopoly. This is a situation where a seller 
who possesses some degree of monopoly confronts a buyer who possesses 
some degree of monopsony, i.e., one or just a few sellers confront 
One Or just a few buyers. To maximize profits, sellers will attempt 


to charge a price which will set marginal cost equal to their marginal 
revenue.) eh whe, prOductMisaana ipae into the production of another 
product, buyers will limit their purchases to that quantity which 

will equate the marginal revenue of the input product to its marginal 
cost. These two positions are snoeonsistent: that 16, the peice 
demanded by the seller for each quantity is different from the price 
which the buyer is prepared to pay for the same quantity. Equilibrium 
will not be achieved automatically. The difference will have to be 
resolved by bargaining. In any case, the resulting price of the 
factor is likely to exceed its marginal cost. Consequently, buyers 
will tend to underutilize it, substituting other factors in the pro- 
duction process as much as possible. While the price arrived at by 
bargaining may yield excess profits to both buyer and. seller, their 
combined profit falls short of that which would accrue to a unified 
enterprise. This is because a unified enterprise will consider the 
true marginal cost of producing the factor as its marginal cost and 
maximize profits with respect to it. It therefore pays to eliminate 
such bilateral monopoly positions by some form of amalgamation. 
Examples are: newspapers and pulp and paper companies, automobile 

and steel producers, etc. 


3. Vertical Extension of Monopoly Power. If is often stated 
that monopoly power can only be used once. it does not pay for a 
monopolist, because of it, to pupchase «che competitive producers of 
imports or to expand into the production of the final good. However, 
it can be shown that a non-integrated monopolist is in fact better off 
4n some circumstances when he does integrate vertically. This occurs 
when a manufacturer possesses some degree of monopoly in the manufac- 
turing of a final good but does not own any marketing channels. Le 
the marketing industry is fully competitive, the monopolist can price 
discriminate only to the extent that he can sell at different prices 
to wholesalers. But wholesalers are large, well-informed buyers, and 
it is unlikely that a discriminatory pricing scheme could be maintained. 
The same is not true for final consumers--especially for products 
which are purchased infrequently. It would therefore benefit the 
monopoly manufacturer of optical glass, for example, to monopolize all 
the retail outlets.ftor glasses in order to practice price da seria 
nation. 


Another reason for vertical expansion occurs in the case of 
oligopolistic producers of undifferentiated products. Such producers 
are very vulnerable to price competition or technological develop- 
ments. By expanding into marketing--developing brand names and 
differentiating the product by way of advertising--such vulnerability 
can be reduced. For example, integration forward into retailing 
benefits producers of gasoline, which is an undifferentiated product 
in the barrel. In addition, non-price competition tends to generate 
longer lags in competitors' responses than does price competition. 
Therefore, integration into retailing provides another possible 
advantage for gasoline producers: price discrimination based on a 
differentiated product. 


4. Diversification for the Purpose of Reduction in the Risk 
of Investments. Expansion of the firm can take place in areas out- 
Sidomit se prilearyespectal ty ands vertical lyarelated activities... When 
there are no relationships among the products or the techniques used 
to produce them, the firm is a pure conglomerate. Diversification 
into conglomerate activities can serve a number of purposes: first, 
where the profits of the separate activities are unrelated, diver- 
sification can reduce the variance of the firm's profits. Second, 

a firm with large retained earnings and limited possibilities for 
expansion in activities related to its primary specialization can 

pay out higher dividends or expand as a conglomerate. Because capi- 
tal gains are taxed at lower rates than ordinary income, shareholders 
would prefer capital gains over dividends. As a result, the growth 
of enterprises made up of unrelated activities may be partially due 
to existing tax laws. 


Dee inalcraleincermediaries.” Inia number of cases, financial 
intermediaries are parents of enterprise groupings. This is not 
Surprising, Since finance companies are in the business of investing. 
For example the Bank of Montreal has controlling interests in Bankmont 
and Company, Barlow and Company, Lake and Company, and Summont and 
Company; all nominee trusts. The Canadian Imperial Bank of Commerce 
has a controlling interest in Dominion Realty Co. Ltd., McKinnon 
Properties Ltd., Stornoway Investments Ltd., Gee and Co., Gore and 
Co.; the latter two being nominees. Cornat Industries Ltd., a 
holding company, controls Coronation Credit Corporation Ltd., several 
other credit companies, and several firms in freezing and storage 
and freight. The Royal Bank of Canada owns over 50% of the stock 
in other firms, five of which are nominee trusts, four resource firms 
and one development company. The Toronto Dominion Bank, on the other 
hand, owns 50% of only one firm (Bantor and Company), but controls 
three others--Edmonton Centre Ltd., Toronto Dominion Centre Ltd., 
and Pacific Centre Ltd.--under the 15% (or 25%) plus three director/ 
Obficer criteria. 


Financial intermediaries are not then major enterprise leaders. 
They do not own many other firms or diversify into nonfinancial areas. 
There are some horizontal links between financial intermediaries 
(banks and mortgage companies); however, acquisition of direct com- 
petitors is largely illegal. Moreover, because of restrictions on 
the nature of their investments, they are constrained from forming 
large enterprise groups. 


As we mentioned earlier, the set of connections defined by 
single director/officer links did not show any clear, nonrandom 
pattern. Over 50% of the single director interlocks between the 
5,305 firms are between industrial firms on the one hand and finan- 
cial intermediaries on the other. These ties exist not for control 
but for a variety of other reasons: first, in imperfect capital 
markets, borrowing in times of financial stringency may be deter- 


mined by a firm's connections. Industrials may therefore desire 
directors or officers of financial intermediaries as outside 
directors. Similarly, a bank in making a loan may request an inter-( 


lock, hoping that the information it thus gathers will help safeguard 


eee = 


its investment. Another reason is that Since’ the fi .e0 costs co. 
handling an account is almost the same no matter what its size, 
financial intermediaries may desire to interlock with large profita- 
ble industrials as a means of obtaining thelr accounts." Note .enar 
in’ none; of these cases. 1s ownership or control Tequired =e ASeaeee. aL 
few industrial enterprises defined on strict control grounds have 
major financial intermediaries as components. 


FORMS OSL IES 


The first three reasons for expansion discussed in the last 
section yield quite different patterns than the last two. They also 
require a different form of ownership and management ties. However, 
in the first three cases, in order to Maximize joint propics, 
transactions among the members of an enterprise require marginal 
cost pricing rules which are different from those adopted by indepen- 
dent corporations, thus lowering the prices of the services sold 
between firms. However, prices will, of course, reduce the apparent 
profits of firms selling the services and increase those of firms 
buying them. Unless both members of the enterprise are owned 100%, 
profits will be transferred from shareowners of the sellers to those” 
of the buyers. It is clear that less than 100% ownership of the 
buying company is not advantageous as it allows outsiders to share 
in excess profits. Further, minority shareholders in the selling 
companies are bound to feel cheated and resort to the courts. 
Because, in most cases, a market price for a disputed item does not 
exist apart from the transfer price, it iS not an easy Matter te 
determine a transfer price that will satisfy minority shareholders 
even if the buying corporation can use the correct marginal cost : 
price in its operations. Consequently, in all such cases, there will 
be a tendency for the enterprise to own 100% of the shares of the 
operating companies connected for these reasons. Therefore, where 
ownership leverage is required to obtain a desired size, it 1s exer- 
cised by a holding company holding another company which in turn 
controls 100% of the operating companies (where their operations are 
related in one of the first three ways outlined above). 


This is clearly not the case for the "pure" conglomerates that 


operate to diversify their retained earnings. For them, problems 
of transfer pricing or extension of monopoly power do not arise. 
As a result, 100% ownership 1s not necessary. Nor is 100% ownership 


necessary to generate informational flows necessary for short term 
financial arrangements. 


FOREIGN OWNERSHIP 


So far, we have dealt only peripherally with the effects of 
foreign ownership. Theory and statistical evidence indicate that 
foreign investment generally follows the patterns set by the first 
three reasons cited above and most foreign parents expand their 
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activities in the home countries or in related lines.4> The rationale 
that 100% ownership is required is even stronger for foreign 
corporations than for Canadian ones. This is because, in many cases, 
transfer pricing occurs between foreign parents and Canadian subsi- 
diaries. Therefore transfer prices; ‘besides determining relative 
Proiats of buyers. and sellers, also determine tax liabilities in 

the respective countries.’ Disgruntied minority shareholders there- 
fore have a much higher nuisance value since they can raise tax 
questions in addition to generating equity problems. 


in acdvLion, OMe gmeparents, particularly those from the 
United States, have access to capital markets in the United States. 
As the cost of funding in the United States is generally somewhat 
lower than in Canada, it pays these firms to raise ownership capital 
ty oe Uniteds States warmer than in Canada. Moreover, the large 
Size of parent corporations enables their managements to increase 
Owherchtpaleverage, without losing control. As pointed out before, 
Pies stiali@eige Or Canadian Subsidiaries increases the risk. of 
control loss that may result from increased ownership leverage. 


Consequently, we should expect a strong tendency of foreign 
ownership ties to take the form of 100% ownership. We have not been 
mle ecOeperhomn Statistical tests of this proposition due to Lack 
of data on assets or sales. However, inspection of Table A-1l suggests 
(hat .our Teasoning is. correct. 


ae peels, Ket. (Coaves Diversification, Foreign Investment, and Scale in North 
American Manufacturing Industries (Ottawa: Information Canada, 1975) 


TABLE 1 
WEIGHTED MEAN AND STANDARD DEVIATION (UNWEIGHTED DEVIATIONS FROM 
WEIGHTED MEAN) OF TOP 4 AND TOP 8 CONCENTRATION RATIOS 
ACCORDING TO SPECIFIED ENTERPRISE 
DEFINITIONS, MANUFACTURING INDUSTRIES,* 1972 


Weighted Mean Standard Deviation 


Top 4 
Benchmark measures 50.34974 23-59684 
A SOU OD COG Deo ros (aliens 
B 50.65656 23.56086 
GC 50.59796 23257939 
D 50257469 235 Do oLe 
Top 8 
Benchmark measures O350e 4 ia 24...55.39 2 
A 63.51049 24.81424 
B 63,51049 240 a4 
(Ga 63.47005 24.82853 
D 63.5307) 24.82497 
* - Cf. Statistics Canada, Standard Industrial Classification Manual, 
Cat. No. 12-501, Occasional (Ottawa: Information Canada, 1970) 
for the definitions of these industries. For details, see Table 3. 
Notes 


The definitions referred to are as follows: 


Benchmark 
A 


B 


More than 50% ownership of the voting stock; 


More than 25% ownership plus three interlocking 


directors/officers; 


More than 15% ownership plus three interlocking 


directors/officers; 


More than 25% ownership plus three interlocking 


executive board members; 


More than 15% ownership plus three interlocking 


executive board members. 


TABLE 2 


SPECIFIED MEANS OF DIFFERENCES BETWEEN THE FOUR SPECIAL SETS 


OF ENTERPRISE DATA FOR THE MANUFACTURING INDUSTRIES AND 


Weighted mean 
concentration 
for benchmark 


Less than 303% 
30-44% 
45-80% 


DATA COMPILED FOR BENCHMARK COMPARISONS 


of the relative differences between the top 4 and top 8 
ratios for the four special enterprise sets and those 
concentration data: 


Top 4 Ratio HOD. 3, Ratao 
Definition Definition 
A B Cc D A B C D 
Die MOO ae Ae NOM eo) Gen Comin lois o 
Vie Ge 004).9.05 4) 20 SER Cink, Seb ese Sees) 
Dea 2a 2s 1) Oe abe ewe Deaeey © aay) ee Yah 


Number of industries in the cells of the above matrices: 


Less than 303% 
30-44% 

45-80% 

80%3 plus 


Total 


Notes 
The definitions 
Benchmark 
A 


B 
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referred to are as follows: 


More than 50% ownership of the voting stock; 
More than 25% ownership plus three interlocking 
directors/officers; 

More than 15% ownership plus three interlocking 
directors/officers; 

More than 25% ownership plus three interlocking 
executive board members; 

More than 15% ownership plus three interlocking 
executive board members. 


Benchmark data are based on use of the greater of the CALURA or Policy Analysis 
50% shareholdings code or, if the benchmark so defined is confidential, by the 
regular McVey code if 1% or less diffrent from the benchmark concentration ratio 
otherwise applicable. 


TABLE 3 


CONCENTRATION RATIOS - BENCHMARK CASE* 
(STATISTICS CANADA DEF INITION*) 


Percentage of Value of Shipments of Coods of Own Nanuracture 
Accounted for by the Leading 6 aad heating © 
Enterprises, by 2udusctry, 1972 Cunsus on 
Manufactures 


r§ (oye Industry Value 


of shipnents 


4 8 
Leadiny Leheiece 

Sr GS Ge Industry Enterprises Establishuents Shipsents Enterprises EMUCnu ces as 

____Rurber RE ee ee 2 : 
0311 Pulpwood ogg lime se. on siccscre ci steis a's sl eleloleiers 5 aon nine Ge 825 872 616,091 3350) EI ae 
ODUG BMopie tinea setecSieh create cuercie eeatsoteiey <tlemenelolev et cheteneten er mele (erate 1,822 NAS TP25) 1,256,416 7/6) 691.3 
9510 Placer gold DINGS weeeeeeeeeeee reece e eres cree eeereees 15 15 164 Dono Site 
0520 Genltel Teltintelers Thin st onanecta sa Ge Go mayo mots yond ts cot cf obtc 14 23 TOS, 325 G25 Ooi 
0570 Upsetters woes COmncicnir o momo OO DOC OO De OM ORG PACS O 3 3 79), 209 
0580 THOM) Cite Sy vaio cre. ei eilepspebiareietales cue age oneindel oh eter suete lay erste etme taeroils 13) 17 465,457 74.1 99.4 
0591 Copper Pol d—s LU VieK Mid SOS eee a cicieha sl emeroalsicce elena easter ateletereirts 29 53 774,624 65.6 83.4 
0592 Nic Wen en's Oak amir Sie eralanareseg steel ellsiate (ober eMenaley(shelel chet ei eta ete efielele 10 pia 865,464 x x 
0593 Sy OI rore=rerolets TMNOS CArmcdatuaoaocodon GouuUdocagos° O56 4 4 4,54) 100.0 
0594 SUNcyo ae WervolverliKe tabu ova ao dagomb ada ooh ooduarrd eoratd 13 16 339,840 &8.5 elev 
‘JS95 Noy bere ml eSecsis;a sac oeteve ele ebelet oles reyeseboitene onehey si ey onepere 4 4 22 7D 100.0 
9599 Miscellaneous metal aines, n.e.S. .-.. aoe Seeuenere cs Servier 7 7 2h, 2315 Thilals : 
9710 ASDES COsn KilmeS lsieletelsieekesretsial svete als ALP IHO OLYO OHNE OIC 9 MP : 224,756 Sar x 
G720:, CPeacvexcYact tonsa scr hie ee ane ee her 52 57 15,326 isos 60.6 
OF 30 Me Gy sso) MMOS ieee) sielelsreletere vnc telersteleletels elelanexe suiters Bho Orn OOF 6 10 19,003 x x 
9791 Soapstone and Gallic) Milimes oscars 6 ORD DERG IG sepnaceacd 4 4 1,603 100.0 
9792 Feds nae ind CUaiit 2ared Ves ete soe terarel ile elwier serena! sats pore rene 8 13 14,482 pil 100.0 
0794 ROCastiimdimes: s:stslers usec. aataNaetane Sate Mid Olersuayels sterere Ayelet hinlere 8 8 138,829 69.6 100.0 
0799 Miscellaneous non-metal mdineGsiams eS). relesissd lene 9) ite bo-c0 13 14 TG) 209 HOoc! 94.4 
0830 Haars Wie oO Ano eoucc mc ono Rievahe caterer eeerkp eco decto: dic G.cuG 101 122 84,251 Zora) 33.8 
0870 Sand pits or quarcics ...s.ceeeee ey ae ah er 134 wae eergees 7) “3s eae 
1011 Slaughtering and meat processors ...... sapeie/sVeyeihaneks tolls (nite 415 468 ZN ALS) 3/8) 8 62.0 
1012 Poultry processors ..... Barna 6 BHC G crore tro. 1 ete ecenees 78 98 358,534 38.2 Bae 
1020 FISH) Or oGuctsmanauisG rT yaaromtalersresletteles ntiOte ocELo CInto gideD A 258 35 444,494 42.5 54.4 
1031 Frult and vegetable canaers and préservers ........ ae 170 205 S23 7300 Shey Hee) 
1032 Frozen fruit and vegetedle processors ....-. noOmonK Other 32 32 1077, 967 60.5 78.2 
1040 Daliny oROUUCC Silt WSiCik yor mmtelotel helene aire mi ierelainiere Pan Cac 498 7ayil eros etiees 33/0 (So yeas! 
1050 Flour “and breakfast cereal products Undustry) Woes 6 Zhi 50 319,274 66.8 eye 3) 
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*k See text for discussion of differences between benchmarks. 
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PRS BY 2 Greg 
43.2 65.8 
68.2! 87.0 


Percentage of Value of Shipments of Goods of Own Manufacture 
Accounted for by the Leading 4 and Leading 8 
Enterprises, by Industry, 1972 Census of 


Manufactures 
x of ents Value 
of Shipments 
4 8 
Leading Leading 
Sel bale, Industry Enterprises Establishmnnents Shipments Enterprises Enterprises 
Number ¢'000 
472 Canvas products) Manutacturersimesislcrcte cieteretetetels sieie cierere 138 140 36,319 x 49.5 
USsOr Automobilia) fabric accessories! dindusitry 4.1. eelels 6000 24 24 202,793 x 96.1 
MOO re Threads miligureic ctelcciteterrcte ste cite Pielellevs ercttevelonetels ssanes 16 37] 24,616 x 93.7 
1892 Narnowecabracemiulsy cnetes mitre re peste eavalernieneicioteheieie cueiets 38 41 40,602 bys ay 69.2 
1893 Embroidery, pleating and hemstitching manufacturers 105 106 15,694 BVa5 a 48.6 
E894 Textile dyeing andifinishineg) plants! ccc. ciecieietelelelete 62 64 85,603 Waly © 73.6 
1899 Miscellaneous texeiLlenindustrwless) naeiGes sicleleie cre 520 228 233 204,927 333) 46.2 
ESUOW POH OSHET yo Umi S were shelete/ereteite etetereranchetecorals Odo AtOCG GAG arate 76 83 90,754 24.1 40.7 
239)); Knieted favrlc manurac turers. src steratas ereletsieleleretalelelere 63 69 167,087 3310 47.4 
1392 Other skndiee tn ems ls aatareroieltels ta evallellelshe eielavareneisisiar stele ode 152 159 2U2 25 18.6 Dred 
Vaal) Men! siclothing fac tord espe setels| sie e1« FOO nustncO oO 000 C00 428 462 621,140 Nake 7! 19.55 
UAS2 ee Menwsmc. Othing sComtractonsmersrclesiclesiaie aeate aieiarsielstolenetenere 150 154 47,353 Nes 2622 
2441" Women's clothing factories <.)........«.« SdinonaD cio stele 573 598 607,101 8.2 2k) 
1442 Women's clothing contractors ee ee ROTORS 280 287 51,608 NALS UBez 
{SO m Childrens smclo thump dims Crys cjendls sicleielcterele ercyererelereys Bethe 138 *146- W526 13.6 25.4 
YHOO We Hur ge OOdSMINGUSELY matuetentefeteteialslolsielsisis/ oleate sisi SOGADGODOS 350 350 81,852 PYM 39.0 
»480 Foundation garment industry ......... od. Gace olonGiaion 27 36 Seale S83 1oe3 
2, Oe rabbic glovemuanulaccucensmcrcs elsisieleislelaitieleleleretereerelarers ae 12 12 7,049 63.9 93.9 
492 Halteandecapmindus try marcnciectesictetetsreielslsleletaleclelcieloterols ce A065 65 65 _ due RAE) 3503 49.5 
¥499-- Miscellaneous clothing industries, nsaes:. ...2s2s2 00% 40 41 18,574 37.5 61.0 
SSM Sha ngile amisWs a rerersroieteteretsuatersna iste iets foraiel etsnentte terete als a sgane 70 123 55,657 42.0 58.4 
e538 Sate is cand plardinee mielaa itor arcietetstectele etierietcrerace aerators 1,463 1,567 IEREWIB aby)! WGI 72 Aa Th 
1520) Veneer randinpliywood cit Us sare siel- cts slelsiersisilo Sip ou east ctete 61 84 39377330 48.7 65.8 
2541 Sash, doorsand Other min woxrke planes inne. Scie sleieicrs 650 662 290,516 LSo7 23n8 
1542 Hardwood flooring plants «..-0..... COOUOtK COO. OOH OC 14 14 2050. 90m 61.9 84.6 
2543 Manufacturers of pre-fabricated buildings (wood 
frame conSeructt On imcratsietatecteraiereis ater misleie stare aiaveveyelereiaye 65 70 128,077 38.9 Shek 
2544 Manufacturers of wooden kitchen cabinets wecreevscece 163 164 63,356 20.0 AYA 
2960) ~~ Wouden box factorles) s..cicc 6s sss siete raveleis Poo DIO sratoiete 153 UST 4 g2elby 36.6 48.2 
280 ‘Coffin and casket industry <...... atelisial cia tcharaierersherenoienenete 35 43 18,422 46.1 64.0 


Percentage of Value of Shipment of Coods of Own Manufacture 
Accounted for by the Leading 4 and Leading § 
Enterprises, by Industry, 1972 Census of 
Manufactures 


eee 


Z of Industry Value 
of Shipments 


ee 


/&8 8 
- Leading Leading 
SoLnles Industry Enterprises Establishments Shipments Enterprises Enterprises 
Number $' 000 
259 wo odepreserviatlon: Undusitur ym ainelerereciste cleisislelersiotcietere cles i) 31 51,108 Sli oal 95.7 
2592 Wood handles and turning industry ......ce.e0.% Sao ea : 36 36 15,669 48.0 70.4 
ZOO Manvucacturers Okeparti Clem bOardilsist cele ele yoGtonDoN Bim 10 ail 36.606 UBYAt: x 
2 5II Me iiscellancous wood andustries, me@.Si icici) ees Some ASS e 169 . 174 49,336 2853 43.7 
BeMiee Furniture resupholstery and repair aheps oss.e<.- 0-5. 956 956 "35,980 ia 716 
2619 Household) furniture manufacturers, nwe.S. ..<ceccoss 638 667 492,510 aS AS 2ieo 
2640 Obiiicenturnlcure manuhacciumersut satel seciec cet aveietene iss 58 65 107,955 oA 3 63.6 
2660 Miscellaneous furniture and fixtures manufacturers .. 387 405 290,508 Se: 26.2 
2680 Electric lamp and shade manufacturers sete eee eeeeeee 65 65 31,395 29.7 51.4 
LID: RY Aah PAS LOIS Gonoaweondoune coooccOsonUOnOeGaS 65 141 Spl27 02) 34.4 D2ie) 
2720 = Asphalt roofing manufacturers ........ ee is felierorele aieiellelsl's/e 5 14 62,572 x eae 
273): Folding carton and set-up box manufacturers ......... 98 ab lez 214,355 46.0 394 
U7 Vs Corrugated» box manuLacturers %sislee +1. sicie se s1c 60 Cub ORCREE GIT. 37 74 345,291 54.4 80.7 
2733 Sree Plast Lemba Reman PaCturers sss <sistelsies/clelare ees 63 82 210,958 40.5 58.9 
2740 Miscellancousmpaperscouvier ter Sis stsievsie ki sisietsiere’siels eile eic.n « 187 231 453,020 3486 5) 45.6 
2860 Commercial prim cing Weretstelecciele stare SO OOCIOO CIO On Gini c'o dan 2,072 74 NUSYo) 859 ,656 SS Dee 
2370 Platemaking, typesetting and trade bindery industry . 410 422 109,328 17.9 2557 
ZOSOMmEEUb LA ShiimpOmly marclersrencielelels 46.56 S¢088 dow ol ono sodObo ob 479 509 204,334 28.9 43.8 
2890 Publishing sands print Une eranalstae Riedel fellstoratelolais rel slelel eleisrenare 565 644 680,214 42.5 66.1 
2910 Tronmandast @e Lema Jel'steystesiectetetern ce leisistereteite SOCOSOOODOOBSC 35 48 1,900,799 Uke! 90.7 
2920 Steel pipe and tube mills ........ MPerelaleielslchersisisistelsistelere 20 28 340,408 Usher 90.1 
2940 MOMBCOUNCELSmet stone areretaiettieie eislcretetelerareietols aToletstsiets sialeiererale 100 215 233,487 : 49.3 | 65.5 
ASO) SSE AMG TBE Goeacnocnounogos skelskersvalereloletekater se 14 26 977,961: 78.6 95.7 
2960 Aluminum rolling, casting and extruding ..... acocucop 55 68 293 5795 89.0 94.9 


2970 Copper and copper alloy rolling, casting and extrud- 


HA odode cas odo mhoAnob on OOmOD ODO bG.CnDUGOIOD OOK ereterors 45 49 285,216 81.9 94.6 
2980 Metal rolling, casting and extruding, n.c.8. ....0.4. 2 67 79 161,794 41.9 Ges 
BOLOMESOLLer ANG! plates WOKKS avielcleecscis ti sleiolersie) eles) ore schoo uaor 70 71 245,166 60.9 1.3 
3020 »=©Fabricated structural metal industry*...... Sielerstarereheiers 134 156 450,445 say 52.6 
3031 Mecaldoor and) window manutactUrerS! 6c .s sl cisslcle sles : 180 196 186,350 28.1 40.8 
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PS TeNS Marchese Wowhere 
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———-— —_7 


¥ 4 5 
Leading Lic ch 

S.1.C. Industry Enterprises WUstablishments Shiyrents Enterprises Ea eoit at deers, 
ee pole wren) ae samc Us ea eae: 
3039 Ornamental and architectural netal industry, n.ec.s. . 459 464 S353) 2420) Bin a 
3041) iwitalcoatiingudindustry: amelie seen POOH HOC ORO sacle UPA 178 CNN PA0)7/ Pa Ney 3| J9105 
3042 Metal stamping and pressing SNTUUUIS CY hoes gots sieitone persue ieee ae 479 $28 B78), Sl Bis) SS ind 
3050 Wite and wire products manufecturers arene kerrelis (eletci mien eden ereee 233 265 eae ey SS) connie S| SSrel 
3060 = Hardware,tool and cutlery manufacturers ......... , 560 578 333,631 Bice 2be% 
3070 Heating vequicmen’ manutacturers sass eee ee uee aie £6 87 HUDUS sae 22 BES) 
3080 Halchdinie “Shows, cciaenionienm ae ake) o; sia) alieilal eWehehelevere: eveuuate] Ovations 1,000 1,009 Oe Sie Dra) se) 
3090 Miscellaneous metal far heating industries se seen 458 482 S97) 952 50 Pag SS) 
3110 Agricultural japlemene industry .....cecocs<<. Per ear 128 132 SUP Asis" G52 De 
3150 Miscellaneous machinery and equipment manufacturers 710 759 LA 4, Som Sais C4 it 
3160 Comzcreial refrigeration and air conditioning 

CQUAPURNCAMSME aC CUE OTS Myst ahle sri ier cement coe Bh 36 LO} oe 54.6 hess 3) 
3180 Office and score Machi nerys maa baetunerns air eaoeemene 30 32 26) 622 6257 Ser 
3210 Alrcraft and aircraft parts manufacturers ....... eee Sjat 96 466,943 x Seat 
3230 MOROY Venlely iganuhaeturers <2 ihees Osa .c ie cutee a7. 22 4,033,647 x Sie 
3241 Drocksbodyemantaceur cr smn meee aie eee ret caerigetets 134 L37 155: 919: BR\ool 47.0 
3242 Non-commercial trailer wanufacturers ............. ; 97 116 236,139 49.4 70.4 
3243 coseercial trailor manweactirers .2..60-< ease nehes cs 31 33 92) SD x ELS 
3250 Motor vehicle parts and accessories manufacturers aes 7a 2a a OSG. 48.6 64.3 
3260 Rallroadrrolbing é6tock tmdugtry .foi.Jcece sca ee. cones gues 13 303), 9°85 x S559 
3270 SHiipebeile fie aind erie cali men a. 27 eee eee a ee omekewets Tie 3 49 54 S\sy yan 63.6 &5.) 
3280 BOGCMbUtLOine and, Cepad rate cee ene Sierhanie ioe 238 239) 66,159 2355 BAS) 
3290 “iscellanevus vehicle manufacturers ......cccceec cece a5) 3? he Wiha 0.6 Ciaba ts) 
3310 Minufacturers of smal! clecerical Ap yagi Gsm utes reer 49 50 169,768 x E250 
3320 Manufacturers of major appliances (eleceri{c and non- 

MEGCCEB CD) yor eerste ne Wego ae po ee ee end ee eee 727 33 396), 522 60.1 £6.0 
3330 sinuloctirerssef lighting fintures. ee... 056: Per 60 66 104,607 GO. 7 $7.8 
3340 Manutacturers of houseliold radfo and television 

RUS) GINS a HARES hiciche DYSON OA MIG Sete VA ee aiichsestetcrone eta ne alee 19 oT 310,270 x 94.1 
3350 Cotrunteation equipzent manufacturers .......-.-- 35 ALIN 228 UBI Shy TASS 56.4 67.2 
3360 Manufacturers of electrical {industrial CCL Cmte a, 134 176 525,568 Bele Cans 
d99U Minucacturers Of clectrical wice and cable .......... 7 35 432,628 Bee 94.6 


Percentage of Value of Shipment of Coods of Own Manufacture 
Accounted tor by the Leading 4 and Leading 8 
Enterprises, Sy Industry, 1972 Census of 
Manufactures 


Z of Industry Value 
of Shipments 
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Leading Leading 

Hy PaGa Industry Enterprises Establishments Shipments Enterprises Enterprises 
re ee ee NueL St 
BIBLSD ventas ty Veer CU Late CUNEO VS ee ar enctiettet eval cts selbeie'sl of elie) ereliar eta lexe O Sakon eat 4 16 27 60,689 es D7 8) 
3399 Manufacturers of m{scellaneous electrical products "-¢.S. 109 7 280220 54.01 68.5 
51) Clay products manufacetrers (fros domestic clays) ... 58 70 55,621 45.0 69.79 
3512 Clay products manukceturcers, (from imoonted clays) -\... 35 3? 39,411 65.9 60.7 
3520 Genent Ranulactucens) wos. 1 Reale eu seu otetaiel saints stene velateunienats 8 26 221,505 83.7 100.0 
3530 SIMO ROGUACS. Ma MUIR CUM IRe ys) soteis le) sist fnielere! ores siete) «161 40 6/5 cpl on 15,586 259 Syne 
354] ConeGer oro Memcainuc alu CxS) tye qsielstets aie icrersyeuele'si sie stele ania are 90 98 77,406 45.7 65.6 
3542 SEmucadcturens Of STRUCCUTa, Concrete progucts: ....... 32 36 64,892 43.3 67.0 
3549 Concrete products manufacturers, N.€sSs seeeeeeeeeeee 302 331 148,294 36.7 46.3 
3550 Reddiy—nixe cOmereco Manu ide CUGerS sles) sa)eters ss SE AICS IN 236 340 35'S), 9127 ple 58.4 
3561 GAGS einiBickelineiets mono soo audde: fac LOA SORE A ROM RETTIG 9 18 200,932 97.0 x 
3562 Glasses oroguces umn LactuiGer Ss. ss) e Sones a Recacenen eters 80 85 115,336 73.8 84.0 
3570 INK SAITO. Tg wINeakes Lune et 8 6 Sida iOS CORO O dO. cO tC aout 7; 23 72,200 | 86.2 96.6 
3580 Wp ly eMarsaignbeer-Welatsi aren ges cui OeCuP PlicI STG OR ICMCIC CNG asin celesaVieve Seahies sea sing ees 10 172 24,344 Toe. x 
Jom Ren tarsal tC onmsces ml amma ciet EL Simteee py eauitelel elfenelcclial abel's|(e\isilere) eileleneltenn fe iS 1? 39,694 74.4 96.7 
3599 Miscellaneous non-metallf{c mineral Sv eadece 

AV AU SHG THC Sie we TUG CreS es ov elereners etetovel cheer nies, o\'s:2e) sca, 21a slats laiieaie lel ene 64 84 231,464 S853 UEKI 
365) jersleysQonitauin, Fees pl ay 5.6 Oclomcrtt aa OO Oe OC repsae adel eteeetcters 14 41 253601, 709 UNG 94.6 
3652 ManUbacCubeLsmOL UbrTicatine Od ss and BNEASeS a2. 5 14 18 50,672 85.9 96.3 
3690 Miscellaneous petroleum and coal products industries 27 43 28,683 50.6 70.6 
3720 Manufacturers Of mixed ferthilizers Ges... +. 006 arenas 23 73 7G 7B) Toad 89.4 
3730 Manufacturers of plastics and synthetic resins ...... 29 41 234,798 57.0 76.8 
3740 Manufacturers of pharcaccuticals and medicines ...... 126 141 462,677 27.8 42.3 
3750 Paine and Varnish manulactune rs: « snmeccces «es Sowiclaieciorc 128 149 251,321 aWley/ Shiez 
3760 Manufacturers of soap and cleaning compounds ........ 101 117 273,469 72.4 B2e2 
3770 Manufacturers of toilet preparations ........ elaine hts 68 69 Wi, 2G 4507 (whe) 
378) fanufacturers of pigments and dry colours ........ said 16 16 82,818 x Baa? 
3782 Manufacturers of industrial chemicals (inorganic), 

NaiDechae BF OIveKce Mar: ar ORIEL te OneITnS Phy OTRO OLD traits a 37 90 40) ,051 S256 69.8 
3783 Manufacturers of industrial chemlcals (organic), 

TA lelSpo Mette raletohatousr eleteey ley el suslcete ecole) ever eiarsle. as HUGO 16 G0 2D O00 25 35 483,330 59.9 S33 
3791 fanufacturers of printing inks ...... CWS Os ESTO DiC Het OO 24 46 41,290 63.0 82.5 
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3799 Miscellaneous mchemlens aandusiti los =n TenSime meinen: 280 348 433,667 S¥5 at Nee 
391) “Instrument and related products z=anufacturers ....... 35 138 284,942 Bye Sh 63/9 
3912 Clock and Watch manwhaccUrers asa scsi stsreisiccieeenicn eae 18 18 AN 25, 79.0 94.1 
3913 Criehooaedie rand sured Calica pilataice ameter ereterere aia rier tiers 38 38 7,349 _ x UGas 
3914 Ophithalmieegoges anGhacturencu eae semis tasierisi siaesteaete 49 163 » S82 aa) eyed! 
3915 Dental Paboriatarade sae. arris ataicteinmsiele tare eleaaiie.iaits recta oicaa 5 535 S48 SGria ey, 27.3) 
39205 SJewollerywandesi\Vierwareslncucenmyl pies serine weiner een A Au 3\7) PHS) 145,505 32750 43.0 
Biejane SoOrting soccs manubacEurers seg eee cr BG omesoc ta 139 143 2S cee) We 63.6 
3932 ROyS ande eaves manu cracCeUrers asic ctencreereiclerenety sl siereieeerernns 65 68 26,629 Slee Soak 
3970 Signs and daplayse WAGs trys. ents asie oe Se ee 425 431 84,827 1c.6 ein? 
BB )E4 troom, brusl\ and mop manubacturers oases. Sraietelienatet ces . al 72 43,157 en) Rs 7 
3692 Button, buenlc and! nasienemmuanutaceurcers, aie cei ce 31 35 S72 ob yen) | 77.5 
3993 Floor cile, linoleum and coated fabrics manufacturers 19 Ag Shaye sUtsek Lge) Sare 
3994 Sound recording and musical instrument manufacturers 32 3 40,265 Og. 5 50.7 
3995 Scamp and stencil (rubber and oetal) manufacturers .. 77 78 NS EIS EKGinet 46.7 
3596 Pon and gencil nanufaccurers! ves. s OIRO ICON OLA ate cetey ere eal Wee 23,144 64.8 55.4 
3997 LYVCUE GE SUP Le SEMAMU ta CUITC tS imate ste sleletelalslsielersteicetens ll 12 17,146 WS. 2) Shei 
3998 Fur dressing, and dyeing mene cece aie TOOOO COA CON A ears 19 13 §,685 x §3.6 
3999 Other niscelianeous manufacturing industries ........ 334 341 86,522 x 23.5 


TABLE 4 
DIFFERENCES OF CONCENTRATION RATIOS-- 
INDIVIDUAL INDUSTRIES 
Arrays of simple differences between the top 4 and top 8 concentration 


ratios compiled according to the four special enterprise sets and 


those compiled according to the Policy Analysis. benchmark enterprise 
detaniweion: 


Top 4 Ratio Top 78. RatLo 


Definition Deira. ton 


> 
ee) 
eS 
ey, 
> 

to 
Ce 
o 


0.6 ONS OFGr ok) Ona Ore Oise = 15,0 
(7.9 OPS) 0 0.4 Oe Ose) RSS| ind 
UP ras ines 0;.'6 Okaale) sey iy ake ee Omg 
Whats, vac 8 Jeheae: Pag MW he Ui Lyon? ie 
chal Gy il She}! Sica oto) eee One eee 
oe! Sl aa 7 Dee, 224 2.4 2.4 268 
4.0 4.0 Veet. Petey Be TAS tel 2.4 
a eg) San) (eet ey lb Pepe er CEA ALS! 4.0 4.0 


Notes 


The above differences relate to nine industries, the number of differences 
never equalling nine because of zero differences. Each column vector refers 
to a series of industries, sorted into ascending order of the value shown 
rather than by industry. 


The special definitions used are as follows: 


Benchmark More than 50% ownership of the voting stock; 

A More than 25% ownership plus three interlocking 
directors/officers; 

B More than 15% ownership plus three interlocking 
directors/officers; 

C More than 25% ownership plus three interlocking 
executive board members; 

D More than 15% ownership plus three interlocking 
executive board members. 


TABLES 
RELATIVE) DIFFERENCES! OF "CONCENTRATION RALLOS => 
INDIVIDUAL “INDUSTRIES 
Arrays of relative differences between the top 4 and top 8 con- 


centrationeratios comps led@maccording -corune gous special enterprise 
sets and those compiled according to the benchmark definitions: 


Top 4 Ratio TOD ona 
Definition Detrat tion 
A B S D A B CG D 
Pee ie: Le Oot sie CLAS oa 
ecae iY) oh! ee ieee we Ban 8! Les O48 
AO 40 AO Dit2 D5 Me 2eN5 Leche 
Shy SMe Se Wa 8) Se eae Binds I fe 
8.4 Sale eae Lary eg ae oy ax4 Boa 
20 ss er Bee weet Ga 6.20 Grol ce 
DA Or? 4a Leo 62 Gah 60 Gi RL 
aos, ay [el ARN) 6.6 


Notes 


The above differences relate to nine industries, the number of differences 
never equalling nine because of zero differences. Each column vector refers 
to a series of industries, sorted into ascending Order of the value shown 
rather than by industry. 


The special definitions used are as follows: 


Benchmark More than 50% ownership of the voting stock; 

A More than 25% ownership plus three interlocking 
directors /oppicers; 

B More than 15% ownership plus three interlocking 
directors/officers; 

C More than 25% ownership plus three interlocking 
executive board members; 

D More than 15% ownership plus three interlocking 
executive board members. 


TAB Le 
SPECIFIED MEANS OF DIFFERENCES BETWEEN THE FOUR 
peECisieost?sS OF ENTERPRISE ©DATA FOR THE MANUFACTURING 
INDUSTRIES AND DATA COMPILED FOR BENCHMARK COMPARISONS 


Unweighted mean of the Simple differences between the top=4. ands tapre 
concentration ratios for four special enterprise sets and those for the 
Policy Analysis benchmark concentration data: 


CONCeEMUrakrLon Top 4 7Ra cro Top. 8 Ratio 
Class Derini tion Definition 

A B Cc dD A B S D 
Less. tian 0 20 2:6 Care ore: 2 aes 203 Seek ae apy: 
30-44% a0 oo) 4.5 4.25 end 2a 4 Lee ge Cae: 
45-80% dees) AS ee oer ee Ue 1.4 #0.3 


Unweighted mean of the relative differences between the top 4. and top: 8 
concentration ratios for the four special enterprise sets and those 
for the benchmark concentration data: 


bess, cham G0% Ieige eg ey ne Biel Ge.9 6.9 Dip 2 eee 
30-44% LO] Ors 1elyG.) elelosG 4.6 4.6 Se ee ae 
45-80% ores Eas CO ee ae Uae re: Os =O 


Weighted mean of the relative differences between the top 4 and top 8 
concentration ratios for the four special enterprise sets and those for 
the benchmark concentration data: 


Less than 302 2 eae 8 9.0 Aw 4 3.9 ies i hea AO) PaO 
30-442 Jocks Too (ieee Leo Shee! Bris Seo ee 
45-80% ieee aed Dee 0O...4 1.6 PEAS inn F105 
Number of industries in the cells of the above matrices: 

Less than 30% 2 2 2 2 2 2 2 2 
30-44% é 8 2 2 é 3 3 8) 
45-80% 3 3 2 3 3 3 2 3 
80% plus - ~ - - - ~ - - 
Motel 8 8 6 7 8 8 oy 8 
Notes 


whe definations referred to are As follows: 


Benchmark More than 50% ownership of the voting stock; 
A More than 25% ownership plus three interlocking directors/officers; 
B More than 15% ownership plus three interlocking directors/officers; 
C More than 25% ownership plus three interlocking executive board members; 
D More than 15% ownership plus three interlocking executive board 
members. 
Benchmark data are based on use of the greater of the CALURA or Policy Analysis 503% 
shareholdings code or, if the benchmark so defined is confidential, by the regular 
McVey code if 1% or less different from the benchmark concentration ratio otherwise 


applicable. 
a ee 


TABLE 7 
WEIGHTED MEANS AND STANDARD DEVIATIONS OF 


CONCENTRATION RATIOS--MANUFACTURING 


Top 4 Weighted Mean Standard Deviation 
Benchmark Measures 50.34974 23.59684 
A 50,05 056 23256006 
B 50.65856 23.56086 
c 50759796 OPE Vs ihe S'S) 
D 50.57469 ORE Pas shsieAd! 

Top 8 
Benchmark measures 63724774 25.059 392 
A 63251049 24 81424 
B G35 049 2a -olAga 
Cc 63247005 24282853 
D On37 0505 Olu 24 8:249 7 

Notes 


The definitions referred to are as follows: 


Benchmark 
A 


B 


G 


More than 50% ownership of the voting stock; 
More than 25% ownership plus three interlocking 
directors/officers; 

More than 15% ownership plus three interlocking 
directors/officers; 

More than 25% ownership plus three interlocking 
executive board members; 

More than 15% ownership plus three interlocking 
executive board members. 
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APPENDIX 


ENTERPRISE LISTINGS BY 
ALTERNATIVE CRITERIA 


In the following table, information on the enterprise listings 
used in this study is set out as follows: 
Column i sFarim number 
Colum 27° Firm name 
Column 3 (0) Country of residence of stock control 
Column 4 (MAPID) CALURA enterprise code 


Column 5 (SIC) 3-digit Standard Industrial Classifica- 
tion code 


Column 6 (50%) More than 50% ownership of the voting 
stock 


Column 7 (25%+D) More than 25% ownership plus three 
interlocking directors/officers 


Column 8 (15%+D) More than 15% ownership plus three 
interlocking directors/officers 


Column 9 (25%+Ex) More than 25% ownership plus three 
interlocking executive board members 


Column 10 (15%+Ex) More than 15% ownership plus three 
interlocking executive board members. 
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